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FINANCIAL HIGHLIGHTS

2010 2009

OPERATING DATA (in millions) :
3,958 $ 3,775

Consolidated Revenue $
Funds from Operations (FFO) $ 1,762 $ 1,748
PER COMMON SHARE DATA
FFO @ (Diluted) $ 5.01 $ 5.33
FFO as Adjusted @ (Diluted) $ 6.03 $ 6.01
- Net Income (Diluted) $ 2.10 $ 1.05
" Dividends ©® $ 2.60 $ 270
. Common Stock Price at December 31 $ 99.49 $ 79.80
STOCK AND LIMITED PARTNER UNITS AT YEAR END
Shares of Common Stock Outstanding (in thousands) 292,962 285,748
Limited Partner Units in the Operating Partnership Outstanding (in thousands) 60,233 57,805
Total Equity Capitalization (in millions) $ 35,213 $ 28,092
Total Market Capitalization @ (in millions) ‘ $ 58,982 $ 52,998
o OTHER DATA ‘
0 Total Number of Properties in the U.S. 338 321
. U.S. Gross Leasable Area (in thousands of square feet) 250,540 244,897
g o Total Number of International Properties 55 61
") International Gross Leasable Area (in thousands of square feet) 13,109 16,359

RE ® FFO is a non-GAAP financial measure commonly used in the real estate industry that we believe provides useful information to investors. Please refer to
a page 26 for a definition of FFO and to page 27 for a reconciliation of net income to FFO and of diluted net income per share to diluted FFO per share.

@ FFO as Adjusted excludes the impact of non-cash impairment charges and debt related charges. Please refer to page 72 for a recongiliation of diluted
net income attributable to common stockholders per share to diluted FFO per share and diluted FFO per share to diluted FFO as adjusted per share.

S © 9009 Dividends were paid in a combination of $0.45 per share in cash and $2.25 per share in additional shares of common stock.

@ Includes our share of consolidated and joint venture debt.

. This Annual Report contains a number of forward-looking statements. For more information, please see page 25.

CORPORATE PROFILE

Simon Property Group, Inc. (NYSE: SPG),
headquartered in Indianapolis, Indiana,

is the largest real estate company in

the United States. As of December 31,
2010, we owned or had an interest in

393 properties comprising 264 million
square feet of gross leasable area in North
America, Europe and Asia. Simon Property
Group is an S&P 500 company.

Additional Simon Property Group
information is available at www.simon.com.
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Simon Property Group is uniquely positioned as an owner, operator and developer across the
multiple retail formats of regional malls, Premium Outlets®, The Mills®, community/lifestyle
centers and international properties.




FROM THE CHAIRMAN & CEO

Strength | Innovation | Performance

~ As Chairman and CEO, | focus daily and year-to-year on how we
are improving as a Company in enhancing our strength, innovation
and performance. | am pleased to report that over the last 15 years as
your CEO, we have made great strides along these fronts. As we
move forward, we can and will continue to improve in these areas.

We have demonstrated that our management team is dedicated
to growing the Company while preserving its fiscal strength. We
have shown our ability to grow through innovation. Time and again,
through numerous economic cycles and other challenges, we
have delivered strong performance. Now let me touch on these
three foundational pillars of Simon Property Group.

STRENGTH

From our roots as a small developer of shopping centers in the
Midwest to our current position as the largest U.S. real estate
company (in terms of market capitalization, number of quality
properties, earnings power and cash flow growth), we have built a
world class organization at Simon Property Group. Key strengths
include our properties, our balance sheet, and our people. While
most would be satisfied in terms of how we have improved in
these areas, we are not. As a result, a primary focus for 2011 will
be to enhance our properties, balance sheet and people.

We own more than 390 properties in the U.S., Europe, Asia
and Mexico, and are unique as an owner, operator and developer
across multiple retail formats. Our portfolio encompasses the
entire retail real estate spectrum including regional malls, Premium
Outlets, The Mills, and community and lifestyle centers. The
platforms of our business are very synergistic as they enhance
our tenant dealings and result in the best retail mix possible in
our properties. Providing retailers with opportunities across
this diverse retail asset base strengthens our relationships and
enhances the value of our overall retail real estate franchise.

Our multi-platform portfolio generates an income stream that
is diverse geographically, by property type and by tenant type. The
portfolio is of exceptional quality and includes proven assets of
national and international renown that are the preferred locations
for retailers. Owning and operating a diverse portfolio allows us to
invest capital where the growth is in the retail real estate sector.

We have a strong balance sheet with the highest investment
grade ratings among our peers. We have substantial liquidity and
flexibility under our bond covenants and our debt maturities are
well-balanced. This is a product of our well-thought-out strategy
to insure we are well-positioned to grow, but also deal with any
economic crisis that might arise.

We have conservatively managed our balance sheet, allowing
us to access capital at all times in multiple forms, and this has
served us well, especially through the uncertain environment of
the past few years.

We are also an active recycler of capital and have sold
more than 100 non-core assets since we went public in 1993,
generating more than $2.5 billion of cash, further improving our
strength and our-ability to grow. This activity will likely continue as
the capital markets improve.

We demonstrated industry leadership during the Great
Recession. | am extremely proud of our people and the way they
rose to the occasion to deliver industry best results that no one
could have expected during this difficult period of time. Thank you!
Our ability to do this is partly due to the fact that our management
team is strong and deep and well-respected in the industry. We
have worked together for a long time and we know each other
very well, creating a successful partnership.

We have also recognized that in order to be strong and stay
strong we can and should add to our team. We welcome two
new additions to our executive ranks in 2011: David Contis and



Steve Fivel. David will lead the regional mall platform, the
largest platform for the Company, working with Rick Sokolov
and me and assisted by John Rulli on operations. Steve Fivel
will assist Jim Barkley, our General Counsel, in all of the
areas he oversees. | have known both of these gentlemen for
a long time and | am looking forward to their contributions.
We welcome the additional talent as we seek future growth
opportunities.

INNOVATION
We take great pride in being a leader in our industry, and it
is imperative that we continue to be innovative, especially as
the global economy continues to change at such a rapid pace.
Innovation is an important tenet of our Company.
Throughout our history examples of this innovative spirit are
numerous. | would like to discuss a few examples which
illustrate our innovative power and the positive impact it has
had on our growth.

Led Industry Consolidation
We started the consolidation of the regional mall industry
with our acquisition of DeBartolo Realty Corporation’in 1996
and have led the industry ever since. With the DeBartolo
acquisition, we were the first to present the value proposition
that “size and scale” matter in the retail real estate industry.
Many doubted the deal, but it was a building block that has
led to the Company we have today. We stuck with it and built
upon this premise with additional deals that added premier
properties to our portfolio as well as talented people.
Examples of the highly productive properties added to our
portfolio through acquisitions include Fashion Valley, Lenox
Square, Phipps Plaza, Roosevelt Field, Stanford Shopping
Center, Town Center at Boca Raton and The Westchester.
Since our IPO in 1993 we have completed $28 billion
of acquisitions, adding to the quality of our porifolio and
accelerating our growth while maintaining the industry’s
strongest balance sheet and highest credit rating.

Outlet Sector

We first identified the profitable outlet sector in the late 90's
when we partnered with Chelsea Property Group (another
public company). That initial partnership led to our successful
acquisition of the company in 2004. Performance by our Premium
Outlet platform has been exceptional, increasing the quality of
our portfolio and our people. After more than a decade since
our initial outlet investment, our peer group is announcing their
desire to build in this sector. Glad we got there first. Including our
2010 Prime transaction, we expect to generate $1 billion of net
operating income (“NOI") in 2011 from this platform. Not bad for
a business we entered into a mere 11 years ago.

Enhancing the Mix and Creating the Mall as a Marketing Medium
We also pioneered the combination of entertainment and retail in
various new development and redevelopment projects, resulting
in the creation of retail “destinations” and effectively maintaining
the mall’s importance in the social fabric of the community. An
early example of this is The Forum Shops at Caesars in Las
Vegas, one of the most successful retail venues in the world. We
need a little showbiz for all of our properties to make it fun and
entertaining for our shoppers. More on this to come.

We have to make the mall the place to shop and we have to
take advantage of the billions of shopper visits that occur at our
properties each year. With this in mind, we were the first to identify
and market “the mall as a marketing medium; and launched
Simon Brand Ventures (“SBV") in 1997, providing advertisers and
marketers access to SPG's shoppers. Our SBV and marketing
initiatives today comprise a unique, industry-leading approach
designed to build traffic and provide retailers with opportunities to
engage consumers and drive sales. This, coupled with our focus
on making the mall a more effective, efficient value proposition for
consumers through technology, will be a primary focus for us in
the coming months.

International
We were the first U.S.-based public retail real estate company to
expand abroad in 1998 with our investment in Europe. Today we

SPG completed the largest U.S. real estate transaction of the last two years with the acquisition of the Prime Outlets portfolio,
adding 21 outlet centers comprising 8 million square feet. Assets acquired include (pictured below from left to right and listed with
newly-branded names): Puerto Rico Premium Outlets in Barceloneta, Puerto Rico; San Marcos Premium Outlets in San Marcos
(Austin/San Antonio), TX; Ellenton Premium Ouitlets in Ellenton (Tampa), FL; and Williamsburg Premium Outlets in Williamsburg, VA.
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own 56 properties in ltaly, Japan, South Korea and Mexico and
have an additional property under construction in Malaysia. We
have proven to be a valuable exporter of our know-how.

PERFORMANCE
With that said, our strength and innovation should lead to better
performance and we must continue to be a performance leader.
Happily, we have delivered strong and consistent stockholder
returns. During the last decade, from December 31, 2000 to
December 31, 2010, our total stockholder return was 574%, for
a compounded annual return of 21%. During this same ten-year
period, the total returns for the S&P 500 and the MSCI U.S. REIT
Index (“RMS™) were 15% and 173%, respectively. SPG's total
stockholder return was 28.4% in 2010 as compared to the S&P
500 return of 15.1%.

We have also delivered strong financial and operational
results, which is certainly more in our control than stock price
movements. Over the last decade:

* Total revenue doubled from $2.0 billion to $4.0 billion.

¢ Funds from Operations (“FFO") as adjusted per diluted share
increased from $3.29 to $6.03.

» Portfolio occupancy improved from 91.8% to 94.2%.
° Sales per square foot grew from $384 to $494.

We have a long history of positive comparable property NOI
growth. Even in the very challenging operating environment of
2009, we delivered positive growth of 1.1% while nearly all of
our peers had negative growth. In 2010, our comparable property
NOI growth was 2.9%, the highest among our retail REIT peers.

Strength, innovation and performance create a virtuous circle
and build upon each other. My focus for 2011 as well as future
years will be to strengthen these foundational pillars. Now | will
turn to our 2010 Milestones.

2010 MILESTONES
In 2010 we enhanced the Company’s growth trajectory with the
investment of $3.2 billion of net cash in acquisitions, capital

Y

market transactions, and redevelopment and new development
activities.

Acquisitions :
In August, we completed a transaction with Prime Outlets
Acquisition Company valued at approximately $2.3 billion,
including the assumption of approximately $1.2 billion of existing
mortgage debt. This was the largest real estate acquisition
completed in the U.S. in 2009 and 2010 and it was completed
before valuations rebounded.

The transaction added 21 outlet center properties comprising
8 million square feet to our portfolio. This portfolio is an excellent
strategic fit for our Company and presents a compelling
opportunity to benefit from the ongoing consumer demand for
discounted brand-name merchandise. As of December 31,
the properties were 95.4% occupied and generating sales of
$423 per square foot. This portfolio will add to our growth and
strengthen our franchise.

We also increased our ownership interests in two highly
productive malls in 2010 at attractive valuations.

Capital Market Transactions

Two senior unsecured notes offerings totaling $3.15 billion were
completed to fund concurrent bond tender offers (in January
and August). In connection with the tender offers, $3.6 billion of
senior unsecured notes maturing between 2011 and 2014 were
repurchased.

The net effect of the transactions was a $500 million reduction
in leverage, a lengthening of the weighted average maturity of
outstanding senior unsecured notes to 7.3 years from 4.4 years,
and a reduction in the weighted average interest rate of more than
50 basis points from year-end 2009 to year-end 2010.

We completed 15 new mortgage financing transactions
totaling $2.2 billion (SPG’s share was $950 million) at a weighted
average interest rate of 5.1% and a weighted average life of
approximately nine years. We also invested more than $1.1 billion
of cash on hand to retire mortgages on high quality assets, further




2010 EXPANSION AND REDEVELOPMENT ACTIVITIES
@ @ The $130 million expansion of South Shore Plaza in Braintree (Boston), Massachusetts added Nordstrom, Target and 138,000 square feet of premier specialty shops.

© Bloomingdale's opened its first outlet store at Potomac Mills in Woodbridge, Virginia (Washington, D.C.).
@ The 114,000 square foot expansion of Houston Premium Outlets in Cypress, Texas added 25 new merchants including Saks Fifth Avenue Off 5th.

© Crate & Barrel opened its first Western Pennsylvania store at Ross Park Mall in Pittsburgh, PA.
® The 62,000 square foot expansion of Toki Premium Outlets in Toki, Japan was 100% leased at opening.

@ Whole Foods Market opened at Coddingtown Mall in Santa Rosa, California.

. Tox!
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boosting the Company’s financial flexibility and its unmatched
portfolio of unencumbered assets. More strength!

Redevelopment and New Development Activities

Approximately $225 million was invested in the development of
new properties and the expansion and redevelopment of existing
properties in 2010. Four significant expansions and two new
shopping centers were completed, and several more projects
are under construction. We were also very successful in our
efforts to retenant department store and big box spaces, opening
more than 35 big box and anchor tenants within our portfolio.
Redevelopment is where our people will be focused. Improving
the retail mix through redevelopment builds upon a successful
center and solidifies the property within the community.

Financial and Operating Performance

In the improving, but still challenging retail environment in 2010,

we delivered impressive performance.

» Consolidated revenue increased 4.8% to $4.0 billion.

* FFO as adjusted per diluted share was $6.03 for the year as
compared to $6.01 in 2009. FFO as adjusted excludes the
$1.00 per diluted share loss on extinguishment of debt incurred
in connection with the two tender offers for outstanding senior
notes in 2010.

* Higher revenues and a continued focus on improving efficiency
resulted in a 150 basis point increase in our industry-leading
operating profit margin.

¢ In November, we increased our quarterly dividend by 33%
to $0.80 per share, a further reflection of our strong cash-
generating business.

Key financial and operational statistics for SPG malls and
Premium Outlets combined were very positive in 2010:

= Occupancy improved by 80 basis points to 94.2%.
* Sales per square foot increased by 9.3% to $494 per square foot.

In 2010, we took advantage of two opportunities to sell
certain international investments and recognized gains totaling

approximately $300 million. This exhibits our ability to profitably
export our business model outside of the U.S. Generating a
gain of this magnitude in the short period of time we held these
investments is quite impressive.

Marketing Initiatives

We are very focused on the enhancement of our digital marketing
efforts and are providing retailers with multiple options to reach
Simon shoppers through mobile applications:

e We are the only mall partner of ShopKick, an industry leading
cross-retailer mobile application.

* We were the first in the industry to launch a proprietary mall ap-
plication featuring our retailers and their promotional messaging.

* We are leveraging text messaging to complement our broader
mobile marketing strategy.

Our industry-leading website is designed around our retailers,
and we are actively engaging the shopper in social media. The
majority of our properties have a significant social media presence
(Facebook, Twitter, Foursquare) and research has indicated that
the strategy is working. Shoppers are visiting the social media
sites regularly and are visiting our properties more often.

All of these programs are designed to build traffic and provide
retailers with opportunities to engage consumers and drive sales.

LOOKING AHEAD
We begin 2011 on a high note with the announcement that we
were named the Most Admired Real Estate Company by Fortune
Magazine, and we are very excited about our prospects for this
year and in future years as we build upon our three ingredients of
success - Strength, Innovation and Performance.

We have shown the ability to strategically grow our Company.
At the time of our IPO in 1993, our total market capitalization was
$3 billion and we owned 114 properties in 29 states in the U.S.
Today our total market capitalization is over $60 billion and our
portfolio is comprised of more than 390 properties in 41 states in
the U.S. and abroad.

Consolidated Revenue
$ in billions

FFO as Adjusted per
Diluted Share

Total Market Capitalization
$ in billions

$3.96 $6.56

$3.78 $378
$3.65

07 '08 09 10 ‘06 07 08 ‘09

$4878 $49.27
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The strength of our organization and balance sheet, the quality
and size of our portfolio, and the innovative spirit and experience
of our people position us to deliver future growth for our
stockholders. We are focused on several avenues, both internal
and external, to deliver this growth.

The retail environment has improved and many retailers are
looking to grow their businesses by opening new stores. We
anticipated this to some extent and in 2010 we accelerated the
pace of our new development and redevelopment activity. We
expect to invest at least $500 million in these activities in 2011
with many more accretive redevelopment opportunities available
to us.

We will also continue to grow through selective new
development. Earlier this month we opened a new Premium Outlet
Center in Paju, north of Seoul in South Korea. In November, we
will open a new Premium Outlet Center in Johor, Malaysia, which
will serve the Singapore market. These two centers are projected
to be extremely profitable. '

_ Our Premium Outlets in Asia have been very successful and
we continue to evaluate opportunities in Japan, South Korea and
other countries in Asia for our Premium Outlet product.

The people of Japan are in our thoughts and prayers as they
deal with recent tragic events. As you know, we have a wonderful
Premium Outlet business in Japan, and remain confident that
as Japan rebuilds and rebounds, this business will completely
recover.

In the U.S. we have one Premium Ouitlet under construction
in Merrimack, New Hampshire, which is scheduled to open in
the summer of 2012. Other potential Premium Outlet projects in
the U.S. are progressing through preconstruction development
activities.

I do not anticipate the opening of any new regional mall
developments in the U.S. for at least a few more years, and |
believe this creates a scenario for existing malls to add to their
market share. Our existing malls will be improved through renewed
redevelopment efforts.

Construction has started or is scheduled to start in 2011
on five significant redevelopment projects. The scope of these
projects varies and includes the addition of new department
stores in vacant spaces, addition of small shops, conversion of an
existing mall into a lifestyle center and mall renovations. We also
have more than 30 anchor and big box store additions scheduled
to open in 2011 and 2012,

We also expect to see growth in 2011 from the assets
acquired in the Prime transaction. Our strong track record
of operational excellence, financial resources, and history of
successful acquisitions should enable us to meaningfully improve
the performance of these assets for the benefit of our tenants and
consumers. :

Our position in the industry and our financial strength afford
us the luxury of evaluating virtually any transaction, including many
that most of our competitors cannot even contemplate. On the
other hand, we don't feel compelled to do any transactions given

8 Simon Property Group, Inc.

our internal growth opportunities and we won't unless it makes
sense. We have the history that proves this.

CALL TO ACTION
Today our brick and mortar tenants are operating at a distinct
disadvantage to certain on-line retailers who are not collecting
sales tax at the point of purchase. Whether a sale takes place
online or at a local business, sales tax is owed and should be
collected. The same rules should apply to all retailers. Consumers
are obligated to pay these taxes if the online retailers don't collect
at point of sale - just because a merchant doesn't collect the tax
doesn’t mean the tax is not due. Many pure ecommerce retailers
(no physical presence) make no effort to collect sales tax while
the physical-based retailers must charge their customers at the
time of purchase.

| am reaching out to you, our stockholders, to ask that you
contact your government representatives at the state and national
levels to express your concerns over this serious inequity and
request that they support the Main Street Fairness Act. This
proposed legislation would impose NO new taxes while providing
much needed funds to reduce unprecedented state budget
shortfalls at little or no cost to the federal government and at the
same time close a loophole by requiring pure online retailers to
collect sales taxes as all other retailers do. Why give the likes of
Amazon this advantage over physical-based retailers who also
pay local real estate taxes and employ millions of people?

CLOSING
| would like to express my gratitude and appreciation to Hans
Mautner for his contributions to our international expansion. Hans
retired in December after many years of service as the President
of the Company’s International Division and Chairman of Simon
Global Limited. He joined the Company in 1998 upon completion
of our acquisition of Corporate Property Investors, a privately held
REIT which he led as Chairman and CEO. _

| would also like to thank our Board of Directors for their
strategic counsel. Most importantly, | thank all of our employees
for their hard work and dedication. Over the course of the past
eighteen months, we excelled operationally, completed several
transactions, and also expended great effort in the consideration
of transactions that were not meant to be. Consistent effort by all
is a hallmark of this Company.

Finally, stockholders, | am grateful for your ongoing support
and remain completely committed to growing our Company and
creating value for all of us.

David Simon
Chairman and Chief Executive Officer
March 29, 2011



SELECTED FINANCIAL DATA

(In thousands, except per share data)
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The following tables set forth selected financial data. The selected financial data should be read in conjunction with the financial
statements and notes thereto and with Management'’s Discussion and Analysis of Financial Condition and Results of Operations. Other
data we believe is important in understanding trends in our business is also included in the tables.

As of or for the Year Ended December 31, 2010 2009 2008 2007 2006
OPERATING DATA:
Total consolidated revenue $ 3957630 ¢ 3775216 $ 3,783,155 $ 3,650,799 $ 3,332,154
Consolidated income from continuing operations 753,514 387,262 599,560 674,605 729,727
Net income available to common stockholders $ 610424 $ 283,098 $ 422517 $ 436,164 $ 486,145
BASIC EARNINGS PER SHARE:
Income from continuing operations $ 210 $ 106 $ 188 $ 209 $ 2.20
Discontinued operations - — — (0.13)° -
Net income attributable to common stockholders  $ 210 $ 1.06 $ 188 $ 196 $ 2.20
Weighted average shares outstanding 291,076 267,055 225,333 222,998 221,024
DILUTED EARNINGS PER SHARE:
Income from continuing operations $ 210 $ 105 $ 187 $ 208 $ 2.19
Discontinued operations - — — (0.13) —
Net income attributable to common stockholders  $ 210 $ 105 $ 1.87 $ 195 $ 2.19
Diluted weighted average shares outstanding 291,350 268,472 225,884 223,777 221,927
Dividends per share ® $ 260 $ 270 $ 360 $ 336 $ 3.04
BALANCE SHEET DATA:
Cash and cash equivalents $ 796718 $ 3957718 $ 773544 $ 501,982 $ 929360
Total assets ' 24,857429 25,948,266 23,422,749 23,442,466 22,003,173
Mortgages and other indebtedness 17,473,760 18,630,302 18,042,532 17,218,674 15,394,489
Total equity $ 5633752 $ 5182962 $ 3,101,967 $ 3,414612 $ 4,040,676
OTHER DATA:
Cash flow provided by (used in):
Operating activities $ 1,755210 $ 1720520 $ 1635887 $ 1559432 $ 1,316,148
Investing activities (1,246,695) (418,991) (1,022,275) (2,049,576) (607,432)
Financing activities (3,669,515) 1,882,645 (342,050) 62,766 (116,404)
Ratio of Earnings to Fixed Charges
and Preferred Stock Dividends 1.44x 1.26x 1.40x 1.44x 1.56x
Funds from Operations (FFO) @ $ 1,762,322 $ 1748280 $ 1,852,331 $ 1,691,887 $ 1,537,223
FFO allocable to Simon Property $ 1465728 $ 1440554 $ 1477446 $ 1,342,496 $ 1,215,319
FFO per diluted share $ 501 $ 533 $ 642 $ 590 $ 5.39

Notes
(1) Represents dividends declared per period.

(2) FFO is a non-GAAP financial measure that we believe provides useful information to investors. Please refer to Management’s Discussion and Analysis
of Financial Condition and Results of Operations for a definition and reconciliation of FFO.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the consolidated financial statements and notes thereto that are
included in this Annual Report to Stockholders.

OVERVIEW

Simon Property Group, Inc., or Simon Property, is a Delaware corporation that operates as a self-administered and self-
managed real estate investment trust, or REIT, under the Internal Revenue Code. To qualify as a REIT, among other things, a
company must distribute at least 90 percent of its taxable income to its stockholders annually. Taxes are paid by stockholders on
dividends received and any capital gains distributed. Most states also follow this federal treatment and do not require REITs to
pay state income tax. Simon Property Group, L.P,, or the Operating Partnership, is our majority-owned partnership subsidiary that

owns all of our real estate properties. In this discussion, the terms “we”", “us” and “our” refer to Simon Property Group, Inc. and
its subsidiaries.

We own, develop and manage retail real estate properties, which consist primarily of regional malls, Premium Outlets®, -
The Mills®, and community/lifestyle centers. As of December 31, 2010, we owned or held an interest in 338 income-producing
properties in the United States, which consisted of 161 regional malls, 58 Premium Outlets, 66 community/lifestyte centers, 36
properties acquired in the 2007 acquisition of The Mills Corporation, or the Mills acquisition, and 17 other shopping centers or
outlet centers in 41 states and Puerto Rico. Of the 36 properties acquired in the Mills portfolio, 16 of these properties are The
Mills, 16 are regional malls, and four are community centers. Internationally, as of December 31, 2010, we had ownership interests
in 45 European shopping centers in Italy, eight Premium Outlets in Japan, one Premium Outlet in Mexico, and one Premium Outlet
in South Korea. On July 15, 2010, we and our joint venture partner sold our collective interests in Simon Ivanhoe S.a.r.l.,, or Simon
Ivanhoe, which owned seven shopping centers located in France and Poland. -

We generate the majority of our revenues from leases with retail tenants including:

® Base minimum rents,

® Overage and percentage rents based on tenants’ sales volume, and

® Recoveries of substantially all of our recoverable expenditures, which consist of property operating, real estate taxes,
repair and maintenance, and advertising and promotional expenditures.

Revenues of our management company, after intercompany eliminations, consist primarily of management fees that are
typically based upon the revenues of the property being managed.

We seek growth in earnings, funds from operations, or FFO, and cash flows by enhancing the profitability and operation of
our properties and investments. We seek to accomplish this growth through the following:

® Focusing on leasing to increase revenues and utilizing economies of scale to reduce operating expenses,
® Expanding and re-tenanting existing franchise locations at competitive market rates,

® Selectively acquiring high quality real estate assets or portfolios of assets, and

® Selling non-core assets.

We also grow by generating supplemental revenue from the following activities:

® Establishing our malls as leading market resource providers for retailers and other businesses and consumer-focused
corporate alliances, including: payment systems (such as handling fees relating to the sales of bank-issued prepaid
cards), national marketing alliances, static and digital media initiatives, business development, sponsorship, and events,

e Offering property operating services to our tenants and others, including waste handling and facility services, and the
sale of energy,

® Selling or leasing land adjacent to our shopping center properties, commonly referred to as “outlots” or “outparcels,’ and

® Generating interest income on cash deposits and loans made to related entities.

10 Simon Property Group, Inc.



We focus on high quality real estate across the retail real estate spectrum. We expand or modernize to enhance profitability
and market share of existing assets when we believe the investment of our capital meets our risk-reward criteria. We selectively
develop new properties in markets that exhibit strong population and economic growth.

We routinely review and evaluate acquisition opportunities based on their ability to complement our portfolio. Our international
strategy includes partnering with established real estate companies and financing international investments with local currency to
minimize foreign exchange risk.

To support our growth, we employ a three-fold capital strategy:

® Provide the capital necessary to fund growth,
® Maintain sufficient flexibility to access capital in many forms, both public and private, and
® Manage our overall financial structure in a fashion that preserves our investment grade credit ratings.

RESULTS OVERVIEW

Diluted earings per common share increased from $1.05 in 2009 to $2.10 in 2010. Significant factors contributing to the
year-over-year change.included:

e improved operating performance and core business fundamentals in 2010, coupled with fewer tenant bankruptcies and
the recovery of amounts for which we had previously reserved,

e the effect of our acquisition and expansion activity, including the acquisition of Prime,

® again due to acquisition of controlling interest, sale or disposal of assets and interests in unconsolidated entities, net of
$321.0 million, or $0.91 per diluted share, primarily driven by the sale of our interest in Simon Ivanhoe in the third quarter
of 2010,

® a$350.7 million, or $1.00 per diluted share, debt extinguishment charge recorded during 2010 related to our two senior
unsecured notes tender offers, }

® transaction expenses of $69.0 million, or $0.19 per diluted share, for costs incurred related to the Prime acquisition,
other acquisition-related activities and the settlement of a transaction related dispute,

® in 2009, a $140.5 million, or $0.44 per diluted share, other-than-temporary impairment charge related to our investment
in Liberty International PLC, or Liberty, due to the significance and duration of the decline in quoted fair value, including
related currency exchange component, below the carrying value of the securities,

® in 2009, a $88.1 million, or $0.27 per diluted share, net of related tax benefit and noncontrolling interest share, non-cash
impairment charge related to three underperforming assets, including-one consolidated operating property and two joint
venture assets, the write-off of certain predevelopment costs related to projects that we no longer plan to pursue due to
economic conditions, and adjustments to carrying values for certain parcels of land, and

® in 2009, net losses related to the sale of assets and interests in unconsolidated entities of $30.1 million, or $0.09 per
diluted share.

Core business fundamentals during 2010 improved from the difficult economic environment that existed during 2009.
Comparable sales per square foot, or psf, increased to $494 psf, or 9.3%, for our regional malls and Premium Outlets. Average
base rents increased 1.0% to $38.87 psf as of December 31, 2010, from $38.47 psf as of December 31, 2009. Leasing spreads
remained positive as we were able to lease available square feet at higher rents than the expiring rental rates resulting in a leasing
spread of $1.15 psf as of December 31, 2010, representing a 3.0% increase over expiring rents. Occupancy was 94.2% as of
December 31, 2010, as compared to 93.4% as of December 31, 2009, an increase of 80 basis points.

Internationally, on July 15, 2010, we and our partner in Simon Ivanhoe, lvanhoe Cambridge, Inc., or lvanhoe Cambridge,
sold our collective interests in Simon Ivanhoe which owned seven shopping centers located in France and Poland to Unibail-
Rodamco. The joint venture partners received net consideration of €422.5 million for their interests after the repayment of all joint
venture debt, subject to certain post-closing adjustments. Our share of the gain on sale of our interests in Simon Ivanhoe was
approximately $281 million. A portion of the proceeds was used to repay the €167.4 million (approximately $215 million) principal
balance on the Euro-denominated tranche of our $3.9 billion unsecured revolving credit facility, or the Credit Facility.

2010 Annual Report 11



MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Our effective overall borrowing rate at December 31, 2010 decreased four basis points to 5.58% as compared to 5.62% at
December 31, 2009. This decrease was primarily due to a $1.3 billion decrease in our portfolio of fixed rate debt ($14.8 billion
at December 31, 2010 as compared to $16.1 billion at December 31, 2009) partially offset by an increase in the effective overall
borrowing rate on variable rate debt of 74 basis points (1.93% at December 31, 2010 as compared to 1.19% at December 31,
2009). The 74 basis point increase was a result of increased borrowing spreads and LIBOR floors. At December 31, 2010, the
weighted average years to maturity of our consolidated indebtedness was approximately 5.9 years as compared to December 31,
2009 of approximately 4.1 years. Our financing activities for the year ended December 31, 2010, included:

® completing two separate cash tender offers for several outstanding series of senior unsecured notes. The first tender
offer was for any and all senior unsecured notes of ten outstanding series with maturity dates ranging from January 2011
to March 2013. The total principal amount of the notes accepted for purchase on January 26, 2010 was approximately
$2.3 billion, with a weighted average duration of 2.0 years and a weighted coupon of 5.76%. The Operating Partnership
purchased the tendered notes with cash on hand and the proceeds from an offering of $2.25 billion of senior unsecured
notes which closed on January 25, 2010. The senior notes offering was comprised of $400.0 million of 4.20% notes
due 2015, $1.25 billion of 5.65% notes due 2020 and $600.0 million of 6.75% notes due 2040. The weighted average
duration of the notes offering was 14.4 years and the weighted average coupon was 5.69%. We reported a $165.6
million loss on extinguishment of debt in the first quarter of 2010 as a result of the tender offer.

® the second cash tender offer was for any and all unsecured notes of three outstanding series with maturity dates ranging
from May 2013 to August 2014. The total principal amount of the notes accepted for purchase on August 17, 2010 was
approximately $1.33 billion, with a weighted average duration of 3.5 years and a weighted average coupon of 6.06%. The
Operating Parinership purchased the tendered notes with cash on hand and the proceeds from an offering of $900.0
million of 4.375% senior unsecured notes which closed on August 16, 2010. The senior notes are due on March 1, 2021.
We reported a $185.1 million loss on extinguishment of debt in the third quarter of 2010 as a result of the tender offer.

® acquiring an outlet center located in Barceloneta, Puerto Rico from Prime on May 13, 2010 subject to an existing $75.2
million variable-rate mortgage, which matures on May 1, 2014 and bears interest at a rate of LIBOR plus 225 basis
points with a LIBOR floor of 1.50%

e completing the acquisition of Prime on August 30, 2010, in which we acquired an additional 20 outlet centers subject to
existing mortgage loans of approximately $1.2 billion which bear interest at fixed rates ranging from 5.51% to 6.01% and
mature at various dates throughout 20186.

increasing our borrowings on our Credit Facility to $858.6 million during the year ended December 31, 2010.
redeeming a $300.0 million maturing unsecured note which had a fixed rate of 4.875%.

redeeming a $400.0 million maturing unsecured note which had a fixed rate of 4.60%.

redeeming a $400.0 million maturing unsecured note which had a fixed rate of 4.875%.

unencumbering five properties by repaying $1.1 billion in mortgage loans with a weighted average interest rate of 4.35%.

12 Simon Property Group, Inc.
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United States Portfolio Data

The portfolio data discussed in this overview includes the following key operating statistics: occupancy; average base rent
per square foot; and comparable sales per square foot for our domestic assets. We include acquired properties in this data
beginning in the year of acquisition and remove properties sold in the year disposed. For comparative purposes, we separate the
information below related to community/lifestyle centers, the properties acquired from the Mills Corporation in 2007, or the Mills,
from our other U.S. operations. We also do not include any properties located outside of the United States. The following table
sets forth these key operating statistics for:

® properties that are consolidated in our consolidated financial statements,
e properties we account for under the equity method of accounting as joint ventures, and
e the foregoing two categories of properties on a total portfolio basis.

%/Basis Points %/ Basis Points
2010 Change 2009 Change @ 2008
U.S. Regional Malls and Premium Outlets @:
Occupancy ) ‘
Consolidated ' 94.8% +80bps  94.0% -50bps  94.5%
“Unconsolidated 92.4% +100 bps 91.4% -50bps 91.9%
Total Portfolio 94.2% +80 bps 93.4% —40bps 93.8%
Average Base Rent per Square Foot
Consolidated $ 3739 1.4% $36.88 58% $34.86
Unconsolidated $ 4344 06% $43.19 2.8% $42.03
Total Portfolio $ 38.87 1.0% $ 3847 49% $36.69
Comparable Sales per Square Foot
Consolidated $ 483 9.3% $ 442 (5.6%) $ 468
, Unconsolidated $ 530 97% $ 483 (76% $ 523
Total Portfolio $ 494  93% $ 452  (58%) $ 480
The Mills®:
Occupancy 93.7% -20 bps 93.9% —60 bps 94.5%
Average Base Rent per Square Foot $ 19.86 12% $19.62 06% $19.51
Comparable Sales per Square Foot $ 391 60% $ 369 (0.8%) $ 372
Mills Regional Malls:
Occupancy 90.4% +110 bps 89.3% 190 bps 87.4%
Average Base Rent per Square Foot $ 34.97 (1.2%) $ 35.41 (4.3%) $36.99
Comparable Sales per Square Foot $ 408 74% $ 380 (01%) $ 418
Community/Lifestyle Centers:
Occupancy 91.6% +90bps 90.7% - 90.7%
Average Base Rent per Square Foot $ 13.38 (0.5%) $ 13.45 18% $13.25

(1) Percentages may not recalculate due to rounding. Percentage and basis point changes are representative of the change from the comparable prior period.

(2) For comparative purposes, U.S. Regional Malls and Premium Outlets statistical data do not include the 21 Prime propérties. As of December 31, 2010,
Occupancy of these 21 acquired properties was 95.4%, Average Base Rent per Square Foot was $24.75, and Sales per Square Foot were $423.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Occupancy Levels and Average Base Rent per Square Foot. Occupancy and average base rent are based on gross
leasable area, or GLA, owned by us in the regional malls, all tenants at the Premium Outlets, all tenants in the Mills portfolio, and
all tenants at community/lifestyle centers.

Comparable Sales per Square Foot. Comparable sales include total reported retail tenant sales at owned GLA (for mall and
freestanding stores with less than 10,000 square feet) in the regional malls and all reporting tenants at the Premium Outlets and
the Mills. Retail sales at owned GLA affect revenue and profitability levels because sales determine the amount of minimum rent

that can be charged, the percentage rent realized, and the recoverable expenses (common area maintenance, real estate taxes,
etc.) that tenants can afford to pay.

International Property Data

The following are selected key operating statistics for certain of our international properties.

2010 % Change 2009 % Change 2008

European Shopping Centers

Occupancy 97.2% 95.9% 98.4%
Comparable Sales per Square Foot ) ‘ € 388 (3.0)% € 400 2.7% € 411
Average Rent per Square Foot € 2627 (16.4)% € 3141 4.3% € 30.11
International Premium Outlets @

Occupancy 99.8% 99.6% 99.9%
Comparable Sales per Square Foot ¥ 89,139 (5.6)% ¥ 94,468 2.7% ¥92,000
Average Rent per Square Foot ¥ 4,766 1.1% ¥ 4714 0.6% ¥ 4,685

(1) Does not include one center in Mexico (Premium Outlets Punta Norte) and one center in Korea (Yeoju Premium OQutlets).

Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America, or GAAP, requires management to use judgment in the application of accounting policies, including making estimates and
assumptions. We base our estimates on historical experience and on various other assumptions believed to be reasonable under
the circumstances. These judgments affect the reported amounts of assets and liabilities, disclosure of contingent assets and
liabilities at the dates of the financial statements and the reported amounts of revenue, and expenses during the reporting periods.
If our judgment or interpretation of the facts and circumstances relating to various transactions had been different, it is possible
that different accounting policies would have been applied resulting in a different presentation of our financial statements. From
time to time, we evaluate our estimates and assumptions. In the event estimates or assumptions prove to be different from actual
results, adjustments are made in subsequent periods to reflect more current information. Below is a discussion of accounting
policies that we consider critical in that they may require complex judgment in their application or require estimates about matters

that are inherently uncertain. For a summary of our significant accounting policies, see Note 3 of the Notes to Consolidated
Financial Statements.

® e, as a lessor, retain substantially all of the risks and benefits of ownership of the investment properties and account
for our leases as operating leases. We accrue minimum rents on a straight-line basis over the terms of their respective
leases. Substantially all of our retail tenants are also required to pay overage rents based on sales over a stated base
amount during the lease year. We recognize overage rents only when each tenant's sales exceed its sales threshold.

e We review investment properties for impairment on a property-by-property basis whenever events or changes in
circumstances indicate that the carrying value of investment properties may not be recoverable. These circumstances
include, but are not limited to, declines in cash flows, occupancy and comparable sales per square foot at the property. We
measure any impairment of investment property when the estimated undiscounted operating income before depreciation
and amortization plus its residual value is less than the carrying value of the property. To the extent impairment has
occurred, we charge to income the excess of carrying value of the property over its estimated fair value. We may decide

14 Simon Property Group, Inc.
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to sell properties that are held for use and the sale prices of these properties may differ from their carrying values. We also
review our investments including investments in unconsolidated entities if events or circumstances change indicating that
the carrying amount of our investments may not be recoverable. We will record an impairment charge if we determine that
a decline in the fair value of the investments below carrying value is other-than-temporary.

® To maintain our status as a REIT, we must distribute at least 90% of our taxable income in any given year and meet
certain asset and income tests. We monitor our business and transactions that may potentially impact our REIT status.
In the unlikely event that we fail to maintain our REIT status, and available relief provisions do not apply, then we would
be required to pay federal income taxes at regular corporate income tax rates during the period we did not qualify as a
REIT. If we lost our REIT status, we could not elect to be taxed as a REIT for four years unless our failure was due to
reasonable cause and certain other conditions were met. As a result, failing to maintain REIT status would result in a
significant increase in the income tax expense recorded during those periods.

® We make estimates as part of our allocation of the purchase price of acquisitions to the various components of the
acquisition based upon the fair value of each component. The most significant components of our allocations are typically
the allocation of fair value to the buildings as-if-vacant, land and market value of in-piace leases. In the case of the
fair value of buildings and the allocation of value to land and other intangibles, our estimates of the values of these
components will affect the amount of depreciation we record over the estimated useful life of the property acquired or the
remaining lease term. In the case of the market value of in-place leases, we make our best estimates of the tenants’ ability
to pay rents based upon the tenants’ operating performance at the property, including the competitive position of the
property in its market as well as sales psf, rents psf, and overall occupancy cost for the tenants in place at the acquisition
date. Our assumptions affect the amount of future revenue that we will recognize over the remaining lease term for the
acquired in-place leases.

® A variety of costs are incurred in the development and leasing of properties. After determination is made to capitalize a
cost, it is allocated to the specific component of a project that is benefited. Determination of when a development project
is substantially complete and capitalization must cease involves a degree of judgment. The costs of land and buildings
under development include specifically identifiable costs. The capitalized costs include pre-construction costs essential
to the development of the property, development costs, construction costs, interest costs, real estate taxes, salaries
and related costs and other costs incurred during the period of development. We consider a construction project as
substantially completed and held available for occupancy and cease capitalization of costs upon opening.

RESULTS OF OPERATIONS

In addition to the activity discussed above in “Results Overview”, the following acquisitions, dispositions, and property
openings affected our consolidated results from continuing operations in the comparative periods:

® During 2010, we disposed of one regional mall, one community center, and one other retail property.

® On August 30, 2010, we completed our previously announced transaction to acquire 21 outlet centers from Prime,
including a center located in Puerto Rico, which was acquired on May 13, 2010.

¢ On August 1, 2010, we acquired a controlling interest in a regional mall.

® During 2009, we disposed of one regional mall and three community centers.

e On August 6, 2009, we opened Cincinnati Premium Outlets, a 400,000 square foot outlet center located in Warren
County, Ohio, north of Cincinnati.

o  On April 23, 2009, we opened The Promenade at Camarillo Premium Outlets, a 220,000 square foot expansion located
in Ventura County, north of Los Angeles.

e  On November 13, 2008, we opened Jersey Shore Premium Outlets, a 435,000 square foot outlet center with 120
designer and name-brand outlet stores located in Tinton Falls, New Jersey.

® On November 6, 2008, we opened the second phase of Orlando Premium Qutlets, a 114,000 square foot expansion
that is 100% leased and adds 40 new merchants, located in Orlando, Florida.

e On May 1, 2008, we opened Pier Park, a 900,000 square foot, open-air retail center located in Panama City, Florida.

® On March 27, 2008, we opened Houston Premium Outlets, a 427,000 square foot outlet center located approximately
30 miles west of Houston in Cypress, Texas.
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In addition to the activities discussed above and in “Results Overview”, the following acquisitions, dispositions, and property
openings affected our income from unconsolidated entities in the comparative periods:

® During 2010, we disposed of one other retail property.

® On July 15, 2010, we and our partner in Simon Ivanhoe, Ilvanhoe Cambridge, sold our collective interests in Simon
Ivanhoe which owned seven shopping centers located in France and Poland to Unibail-Rodamco.

¢ On May 28, 2010, we acquired an additional interest of approximately 19% in Houston Galleria, located in Houston,
Texas thereby increasing our interest from 31.5% to 50.4%.

® On April 29, 2010, Gallerie Commerciali ltalia, or GCI, one of our European joint ventures in which we hold a 49%
ownership interest, sold its 40% interest in Porta di Roma for €71 million.

® On March 25, 2010, GCI opened Catania, a 642,000 square foot shopping center in Sicily, Italy.

® On March 2, 2010, GCI opened Argine, a 300,000 square foot shopping center in Naples, Italy.

e During 2009, we recognized a loss on our joint venture interests in our shopping centers in China. We sold our interests
to affiliates of our Chinese partner for approximately $29 million, resulting in a loss of approximately $20 miflion.

® On July 9, 2009, Chelsea Japan Company, Ltd., or Chelsea Japan, the joint venture which operates the Japanese
Premium Outlets in which we have a 40% ownership interest, opened Ami Premium Outlets located in Ami, Japan.

®  On December 30, 2008, Cincinnati Milis, one of the properties we acquired in the Mills acquisition, was sold. We held a
50% interest the shopping center.

® On October 16, 2008, Chelsea Japan, opened Sendai-lzumi Premium Outlets located in lzumi Park Town, Japan. We
hold a 40% ownership interest in Chelsea Japan.

® On August 25, 2008, GCIl opened Monza, a 211,600 square foot shopping center in Monza, ltaly.

® On June 5, 2008, we opened Changshu In City Plaza, a 487,000 square foot retail center located in Changshu, China.
We held a 32.5% ownership interest in this center which was sold as part of the disposition of our interests in China.

® On May 2, 2008, we opened Hamilton Town Center, a 950,000 square foot open-air retail center in Noblesville, indiana.
We hold a 50% ownership interest in this center.

For the purposes of the following comparisons between the years ended December 31, 2010 and 2009 and the years ended
December 31, 2009 and 2008, the above transactions are referred to as the property transactions. In the following discussions
of our results of operations, “comparable” refers to properties open and operating throughout both the current and prior year.

During 2010, we disposed of three consolidated properties that had an aggregate carrying value net of any related debt
obligations of $0.1 million for aggregate sales proceeds of $5.8 million, resulting in a net gain of $5.7 million. The gain on
disposition of these properties recognized in the consolidated statements of operations and the operating results of the properties
that we sold or disposed of during 2010 were not significant to our consolidated results of operations. The following lists those
consolidated properties we disposed of and the date of disposition:

Property Date of Disposition
Crossroads Mall March 4, 2010
Brightwood Plaza March 30, 2010
Palm Beach Mall March 31, 2010

During 2009, we disposed of four consolidated properties that had an aggregate net book value of $13.7 million for aggregate
sales proceeds of $3.9 million, resulting in a net loss of $9.8 million. The loss on disposition of these assets recognized in the
consolidated statements of operations and the operating results of the properties that we sold or disposed of during 2009 were
not significant to our consolidated results of operations. The following lists those consolidated properties we disposed of and the
date of disposition

Property Date of Disposition
Raleigh Springs Mall October 15, 2009
Eastland Plaza October 30, 2009
Knoxville Commons November 2, 2009
Park Plaza November 2, 2009

~ In-2008 we had no consolidated property dispositions.
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Year Ended December 31, 2010 vs. Year Ended December 31, 2009

Minimum rents increased $112.7 million during the 2010 period, due to a $80.9 million increase attributable to the property
transactions and an increase in comparable rents of $31.8 million, or 1.4%. The increase in comparable minimum rents was
primarily attributable to a $33.8 million increase in base minimum rents and a $6.5 million increase in comparable rents from carts,
kiosks, and other temporary tenants, partially offset by a $4.8 million decline in the fair market value of in-place lease amortization
and a $3.7 million decrease in straight-line rents. Overage rents increased $25.7 million, or 30.3%, as a result of an increase in
tenant sales for the period as compared to the prior year.

Tenant reimbursements increased $21.6 million, due to a $24.5 million increase attributable to the property transactions,
offset by a $2.9 million, or 0.3%, decrease in the comparable properties as a result of a decrease in expenditures allocable to
tenants paying common area maintenance on a proportionate basis.

Total other income increased $25.3 million, principally as a result of the result of the following:

an increase in lease settlement income of $33.6 million due to a higher number of terminated leases in the period,
an increase in interest income of $10.1 million due to an increase in our available cash on deposit,

offset by a $12.4 million decrease in land sale activity, and

a $6.0 million decrease in net other activity.

Pfoperty operating expenses decreased $11.4 million, or 2.69%, primarily related to lower costs resulting from our cost
control and cost reduction initiatives and generally lower cost of utilities. An increase in property operating expenses in the fourth
quarter related to the Prime properties was offset by more favorable claims experience by our captive insurance subsidiaries.

Depreciation and amortization expense decreased $14.8 million due to the impact of the acceleration of depreciation in 2009
for certain properties scheduled for redevelopment, offset by an increase in 2010 of $52.7 million related to the acquisition of the
Prime properties and an increase related to openings and expansion activity.

The provision for credit losses decreased $19.5 million due to a reduction in the number of tenants in default and a decrease
in the number of tenants in bankruptcy proceedings compared to the same period in 2009. We also had strong collections of
receivables which we had previously established reserves for due to uncertainty of payment.

During 2010, we incurred $69.0 million in transaction expenses related to acquisitions, potential acquisitions, and the
settlement of a transaction related dispute.

Interest expense increased $35.0 million primarily related to the Operating Partnership’s offerings of new series of unsecured
notes totaling $3.2 billion in 2010 and $1.8 billion during 2009 and the result of new or refinanced debt at several properties
including debt associated with the Prime acquisition, offset by the purchase of unsecured notes in the January and August 2010
tender offers and mortgage loans which we repaid during the 2010 period. '

During 2010, we incurred a loss on extinguishment of debt of $350.7 million related to the two unsecured note tender offers.

Income tax expense (benefit) of taxable REIT subsidiaries increased $7.0 million due to the recognition of a $5.8 million
tax benefit in 2009 related to the adjustment of the carrying value of our investment in an unconsolidated non-retail real estate
entity.

Income from unconsolidated entities increased $35.7 million primarily due to favorable results of operations over the prior
period, the sale of a non-retail building in 2010, a property opening and expansion in Japan, a decrease in the provision for credit
losses and interest savings, partially offset by the negative impact to operations of the flood at Opry Mills.

In 2010, we recognized an $8.2 million impairment charge from an investment in an unconsolidated entity representing the
impact of an impairment recorded on an investment property in Italy.

In 2010, we recorded a gain upon acquisition of a controlling interest and on the sale of interests in unconsolidated entities
of $321.0 million primarily due to our share of the gain on the sale of our interest in Simon Ivanhoe, the gain on the acquisition of
a controlling interest in a regional mall previously accounted for under the equity method and the gain on sale of Porta di Roma
by GCI.
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Net income attributable to noncontrolling interests increased $58.6 million primarily due to an increase in the income-of the
Operating Partnership.

Preferred dividends decreased $19.7 million as a result of the conversion and redemption of the remaining Series | preferred
stock in the second quarter of 2010.

Year Ended December 31, 2009 vs. Year Ended December 31, 2008

Minimum rents increased $24.9 million in 2009, of which the property transactions accounted for $27.3 million of the increase,
offset by a decrease in comparable minimum rents of $2.4 million, or 0.1%. The decrease in comparable minimum rents was
primarily attributable to a $15.4 million decline in the fair market value of in-place lease amortization and a $12.6 million decrease
in straight-line rents, offset by an increase in minimum rents of $22.8 million and an increase in comparable rents from carts,
kiosks, and other temporary tenants of $2.8 million. Overage rents decreased $15.3 million or 15.3%, as a result of a reduction
in tenant sales for the period as compared to the prior year.

Tenant reimbursements decreased $3.7 million, due to a $14.8 million, or 1.4%, decrease in the comparable properties as a
result of a decrease in expenditures allocable to tenants paying common area maintenance on a proportionate basis, offset by an
$11.1 million increase attributable to the property transactions.

_ Management fees and other revenues decreased $8.4 million principally as a result of decreased earned premiums of our
wholly-owned captive insurance entities and lower fee revenue due to the reduction in development, leasing and joint venture
property refinancing activity.

Total other income decreased $5.4 million, and was principally the result of the following:

® a2 $15.4 million decrease in interest income primarily due to lower reinvestment rates and the lower rate applicable to our
variable rate loan facility with SPG-FCM Ventures, LLC, or SPG-FCM, and

® 2 $2.3 million decrease in net other activity, partially offset by

® a $6.5 million increase in land sale activity primarily related to a land sale in the fourth quarter of 2009, and

e 2 $5.8.million increase in lease settlement income.

Property operating expenses decreased $30.2 million, or 6.6%, primarily related to lower utility costs resulting from our cost
control and cost reduction initiatives.

Depreciation and amortization expense increased $28.1 million due to the impact of prior year openings and expansion
activity and acceleration of depreciation for certain properties scheduled for redevelopment.

Repairs and maintenance decreased $16.1 million due to our cost savings efforts.

Home and regional office expense decreased $34.8 million primarily due to decreased personnel costs attributable to our
cost control initiatives and lower incentive compensation levels.

During 2009, we recognized a non-cash charge of $140.5 million representing an other-than-temporary impairment in the fair
value below the carrying value of our minority investment in Liberty. We recorded the charge to earnings due to the significance
and duration of the decline in the total share price, including currency revaluations. In addition, we recorded impairment charges
in 2009 of $56.9 million related to one regional mall, certain parcels of land and certain predevelopment costs related to projects
no longer being pursued. In 2008, we recognized an impairment of $16.5 million primarily representing the write-down of a mall
property to its estimated net realizable value and the write-off of predevelopment costs for various development opportunities
which we no longer plan to pursue.

During 2009, we recorded $5.7 million in transaction expenses related to costs associated with acquisition related activities.
In accordance with the required adoption of a new accounting pronouncement effective January 1, 2009, all transaction costs are
expensed as incurred and are no longer capitalized as a component of acquisition cost as prior accounting guidance permitted.
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Interest expense increased $44.9 million primarily related to the Operating Partnership's issuance of $500 million of senior
unsecured notes on August 11, 2009, $600 million senior unsecured notes on May 15, 2009 and $650 million senior unsecured
notes on March 25, 2009, offset by decreased interest expense on our Credit Facility due to the payoff of the U.S. tranche and
other property debt refinancings.

The 2008 period included a loss on extinguishment of debt of $20.3 million in the second quarter of 2008 related to the
redemption of $200 million in remarketable debt securities. We extinguished the debt because the remarketing reset base rate
was above the rate for 30-year U.S. Treasury securities at the date of redemption.

Income tax expense of taxable REIT subsidiaries decreased $8.8 million due to the recognition of a $5.8 million tax benefit in
2009 related to the adjustment of the carrying value of our investment in an unconsolidated non-retail real estate entity.

Income from unconsolidated entities increased $8.0 million as a result of our 2008 joint venture openings and expansion
activity, interest rate savings from favorable interest rates and debt refinancings, and additional depreciation provisions related
to the finalization of purchase accounting on asset basis step-ups in the 2008 period associated with the acquisition of Mills,
offset by the gain recognized in 2008 from our disposition of an investment holding of non-retail real estate adjacent to one of our
regional mall operating properties.

In 2009, we recognized a $42.7 million impairfnent charge representing our share of impairment charges recorded by
unconsolidated entities and also impairment charges on our investment in certain unconsolidated entities for which we deemed
the declines in value below our carrying amount other-than-temporary.

The loss on sale of assets and interests in unconsolidated entities of $30.1 million in 2009 was the result of the sale of
one regional mall, three community centers, and our 32.5% joint venture interests in our shopping centers operating or under
development in China.

Net income attributable to noncontrolling interests decreased $58.0 million primarily due to a decrease in the income of the
Operating Partnership.

Preferred dividgnds decreased $14.8 million as a result of the conversion of 6.4 million Series | preferred shares into common
shares during 2008.

LIQUIDITY AND CAPITAL RESOURCES

Because we generate revenues primarily from long-term leases, our financing strategy relies primarily on long-term fixed rate
debt. We manage our floating rate debt to be at or below 15-25% of total outstanding indebtedness by negotiating interest rates
for each financing or refinancing based on current market conditions. Floating rate debt currently comprises approximately 11.6%
of our total consolidated debt at December 31, 2010. We also enter into interest rate protection agreements as appropriate to
assist in managing our interest rate risk. We derive most of our liquidity from leases that generate positive net cash flow from
operations and distributions of capital from unconsolidated entities that totaled $2.0 billion during 2010. In addition, our Credit
Facility provides an alternative source of liquidity as our cash needs vary from time to time.

Our balance of cash and cash equivalents decreased $3.2 billion during 2010 to $0.8 billion as of December 31, 2010.
December 31, 2010 and 2009 balances include $55.3 million and $38.1 million, respectively, related to our co-branded gift card
programs, which we do not consider available for general working capital purposes.

On December 31, 2010, we had available borrowing capacity of approximately $3.0 billion under the Credit Facility, net
of outstanding borrowings of $858.6 million and letters of credit of $33.3 million. For the year ended December 31, 2010, the
maximum amount outstanding under the Credit Facility was $862.2 million and the weighted average amount outstanding was
approximately $580.4 million. The weighted average interest rate was 2.20% for the year ended December 31, 2010.

We and the Operating Partnership have historically had access to public equity and long term unsecured debt markets and
access to private equity from institutional investors at the property level.
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Our business model requires us to regularly access the debt and equity capital markets to raise funds for acquisition and
development activity, redevelopment capital, and to refinance maturing debt. We believe we have sufficient cash on hand and
availability under our Credit Facility to address our debt maturities and capital needs through 2011.

As discussed further in “Financing and Debt" below, we conducted two cash tender offers for several outstanding series of
unsecured notes during 2010. On January 12, 2010, we commenced a tender offer to purchase ten outstanding series of notes.
We subsequently purchased $2.3 billion of notes on January 26, 2010. The purchase of the notes was primarily funded with
proceeds from the sale of $2.25 billion of senior unsecured notes issued on January 25, 2010. Additionally, on August 9, 2010, we
commenced a tender offer to purchase three outstanding series of notes. We subsequently purchased $1.33 billion of tendered
notes on August 17, 2010. The purchase of the notes was primarily funded with proceeds from the sale of $900.0 million of senior
unsecured notes issued on August 16, 2010. As a result of the tenders, we extended the weighted average duration of our senior
unsecured notes portfolio from 6.8 years to 7.5 years and slightly decreased the weighted average interest rate.

Loans to SPG-FCM

As part of the Mills acquisition in 2007, the Operating Partnership made loans to SPG-FCM and the Mills which were used by
SPG-FCM and Mills to repay loans and other obligations of Mills. As of December 31, 2010 and 2009, the outstanding balance of
our remaining loan to SPG-FCM was $651.0 million and $632.0 million, respectively. During 2010, 2009 and 2008, we recorded
approximately $9.9 million, $9.3 million and $15.3 million in interest income (net of inter-entity eliminations) related to this loan,
respectively. We also recorded fee income, including fee income amortization related to up-front fees on those loans during
2010, 2009 and 2008 of approximately $0.9 million, $3.7 million and $3.1 million (net of inter-entity eliminations), respectively,
for providing refinancing services to Mills’ properties and SPG-FCM. The loan bears interest at a rate of LIBOR plus 275 basis
points and matures on June 8, 2011, and can be extended for one year.

In conjunction with the Mills acquisition, we acquired a majority interest in two properties in which we previously held a 50%
ownership interest (Town Center at Cobb and Gwinnett Place) and as a result we have consolidated these two properties at the
date of acquisition.

In addition to the loans provided to SPG-FCM, we also provide management services to substantially all of the properties in
which SPG-FCM holds an interest.

Cash Flows

Our net cash flow from operating activities and distributions of capital from unconsolidated entities totaled $2.0 billion during
2010. In addition, we had net repayments from our debt financing and repayment activities in 2010 of $2.4 billion and an additional
$350.7 million primarily related to premiums paid to par as a result of the cash tender offers for senior notes of the Operating
Partnership. These activities are further discussed below in “Financing and Debt". Also during 2010, we:

e paid stockholder dividends and unitholder distributions of $910.5 million,

® paid preferred stock dividends and preferred unit distributions totaling $8.9 million,

e funded consolidated capital expenditures of $256.3 million (includes development and other costs of $38.7 million, renova-
tion and expansion costs of $96.1 million, and tenant costs and other operational capital expenditures of $121.5 million),

e funded investments in unconsolidated entities of $193.9 million,

® redeemed the remaining outstanding shares of Series | preferred stock for $11.0 million,

® invested in six mortgage and mezzanine loans secured by real estate with an aggregate carrying value of $395.9 million
at December 31, 2010, and

® acquired 21 outlet centers from Prime as further discussed in “Acquisitions and Dispositions” below.

In general, we anticipate that cash generated from operations will be sufficient to meet operating expenses, monthly debt
service, recurring capital expenditures, and distributions to stockholders necessary to maintain our REIT qualification on a long-
term basis. In addition, we expect to be able to obtain capital for nonrecurring capital expenditures, such as acquisitions, major
building renovations and expansions, as well as for scheduled principal maturities on outstanding indebtedness, from:
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excess cash generated from operating -performance and working capital reserves,
borrowings on our Credit Facility, .

additional secured or unsecured debt financing, or

additional equity raised in the public or private markets.

We expect to generate positive cash flow from operations in 2011, and we consider these projected cash flows in our
sources and uses of cash. These cash flows are principally derived from retail tenants, many of whom have been and continue
to be under some degree of economic stress. A significant deterioration in projected cash flows from operations could cause us
to increase our reliance on available funds from our Credit Facility, curtail planned capital expenditures, or seek other additional
sources of financing as discussed above. ’

Financing and Debt
Unsecured Debt

Our unsecured debt at December 31, 2010 consisted of approximately $10.0 billion of senior unsecured notes of the
Operating Partnership and $858.6 million outstanding under our Credit Facility. The Credit Facility has a borrowing capacity of
$3.9 billion and contains an accordion feature allowing the maximum borrowing capacity to expand to $4.0 billion. The Credit
Facility matures on March 31, 2013. The base interest on the Credit Facility is LIBOR plus 210 basis points and includes a facility
fee of 40 basis points. The Credit Facility also includes a money market competitive bid feature, which allows participating lenders
to bid on amounts outstanding at then current market rates of interest for up to 50% of amounts available under the facility. As of
December 31, 2010, we are in compliance with ali of the covenants of our unsecured debt.

During the year ended December 31, 2010, our borrowings under the Credit Facility increased primarily as a result of
the Prime acquisition partially offset by the repayment of €167.4 million (approximately $215 million) principal balance on the
Euro-denominated tranche of our Credit Facility on July 23, 2010. The total outstanding balance of the Credit Facility as of
December 31, 2010 was $858.6 million, and the maximum outstanding balance during the year ended December 31, 2010 was
$862.2 million. During the year ended December 31, 2010, the weighted average outstanding balance on the Credit Facility was
approximately $580.4 million. The outstanding balance as of December 31, 2010 includes $273.6 million (U.S. dollar equivalent)
of Yen-denominated borrowings.

On January 12, 2010, the Operating Partnership commenced a cash tender offer for any and all senior unsecured notes of
ten outstanding series with maturity dates ranging from January 2011 to March 2013. The total principal amount of the notes
accepted for purchase on January 26, 2010 was approximately $2.3 billion, with a weighted average duration of 2.0 years and
a weighted average coupon of 5.76%. The Operating Partnership purchased the tendered notes with cash on hand and the
proceeds from an offering of $2.25 billion of senior unsecured notes that closed on January 25, 2010. The senior notes offering
was comprised of $400.0 million of 4.20% notes due 2015, $1.25 biliion of 5.65% notes due 2020 and $600.0 million of 6.75%
notes due 2040. The weighted average duration of the notes offering was 14.4 years and the weighted average coupon was
5.69%. We recorded a $165.6 million charge to earnings in the first quarter of 2010 as a result of the tender offer.

On March 18, 2010, the Operating Partnership repaid a $300.0 million senior unsecured note which had a fixed rate of 4.875%.
On June 15, 2010, the Operating Partnership repaid a $400.0 million senior unsecured note which had a fixed rate of 4.60%.

On August 9, 2010, the Operating Partnership commenced a cash tender offer for any and all senior unsecured notes of three
outstanding series with maturity dates ranging from May 2013 to August 2014. The total principal amount of the notes accepted
for purchase on August 17, 2010 was approximately $1.33 billion, with a weighted average duration of 3.5 years and a weighted
average coupon of 6.06%. The Operating Partnership purchased the tendered notes with cash on hand and the proceeds from
an offering of $900.0 million of 4.375% senior unsecured notes that closed on August 16, 2010. The senior notes are due on
March 1, 2021. We recorded a $185.1 million charge to earnings in the third quarter of 2010 as a result of the tender offer.

On August 16, 2010, the Operating Partnership repaid a $400.0 million senior unsecured note which had a fixed rate of 4.875%.
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Secured Debt

Total secured indebtedness was $6.6 billion at December 31, 2010 and 2009. During the year ended December 31, 2010,
we unencumbered five properties by repaying $1.1 billion in mortgage loans with a weighted average interest rate of 4.35%.

On May 13, 2010, we acquired a property located in Barceloneta, Puerto Rico from Prime subject to an existing
$75.2 million mortgage loan. The loan matures on May 1, 2014 and bears interest at LIBOR plus 225 basis points with a LIBOR
floor of 1.50%.

On August 30, 2010, we completed our acquisition of Prime and assumed existing mortgage loans of approximately
$1.2 billion which bear interest at fixed rates ranging from 5.51% and 6.01% and mature at various dates throughout 2016.

Summary of Financing

Our consolidated debt, adjusted to reflect outstanding derivative instruments, and the effective weighted average interest
rates as of December 31, 2010, and 2009, consisted of the following (dollars in thousands):

Effective Effective

Adjusted Weighted Adjusted Weighted

Balance Average Balance Average

. as of Interest as of Interest
Debt Subject to December 31, 2010 Rate December 31, 2009 Rate
Fixed Rate $ 15,471,545 6.05% $16,814,240 6.10%
Variable Rate 2,002,215 1.93% 1,816,062 1.19%
$ 17473760 5.58% $18,630,302 5.62%

As of December 31, 2010, we had $692.5 million of notional amount fixed rate swap agreements that have a weighted
average fixed pay rate of 2.79% and a weighted average variable receive rate of 0.51%. As of December 31, 2010, the net effect
of these agreements effectively converted $692.5 million of variable rate debt to fixed rate debt.

Contractual Obligations and Off-balance Sheet Arrangements: in regards to long-term debt arrangements, the following
table summarizes the material aspects of these future obligations on our consolidated indebtedness as of December 31, 2010,
and subsequent years thereafter (dollars in thousands) assuming the obligations remain outstanding through initial maturities:

2011 2012 to 2013 2014 to 2016 After 2016 Total

Long Term Debt ¢ $ 895,575 $ 4,129,255 $ 6,575,971 $ 5,867,931 $17,468,732
Interest Payments © 946,503 1,671,292 1,775,136 V 1,726,473 6,119,404
Consolidated Capital Expenditure Commitments 24,361 62,429 - — 86,790
Consolidated Ground Lease Commitments @ 25,717 52,187 80,481 913,332 1,071,717

(1) Represents principal maturities only and therefore, excludes net premiums of $5,028.
(2) Variable rate interest payments are estimated based on the LIBOR rate at December 31, 2010.
() Represents only the minimum non-cancellable lease period, excluding applicable lease extension and renewal options.
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Our off-balance sheet arrangements consist primarily of our investments in joint ventures which are common in the real
estate industry and are described in Note 7 of the notes to the accompanying financial statements. Our joint ventures typically
fund their cash needs through secured debt financings obtained by and in the name of the joint venture entity. The joint venture
debt is secured by a first mortgage, is without recourse to the joint venture partners, and does not represent a liability of the
partners, except to the extent the partners or their affiliates expressly guarantee the joint venture debt. As of December 31, 2010,
the Operating Partnership had guaranteed $60.7 million of the total joint venture related mortgage or other indebtedness of $6.6
billion then outstanding. We may elect to fund cash needs of a joint venture through equity contributions (generally on a basis
proportionate to our ownership interests), advances or partner loans, although such fundings are not required contractually or
otherwise.

Preferred Stock Activity

As of the end of the first quarter of 2010 and through April 14, 2010, holders of our Series | 6% Convertible Perpetual
Preferred Stock, or Series | preferred stock, and holders of the Operating Partnership’s 6% Series | Convertible Perpetual
Preferred Units, or Series | preferred units, could elect to convert their Series | preferred stock into shares of our common stock or
Series | preferred units into units of limited partnership interest of the Operating Partnership, or units, or Series | preferred stock.
The optional conversion election resulted from the closing sale price of our common stock exceeding the applicable trigger price
per share for a period of 20 trading days in the last 30 trading days of the prior quarter. Each share of Series | preferred stock and
Series | preferred unit was convertible into common stock or units at a conversion ratio of .847495.

On March 17, 2010, we announced that we would redeem all of the outstanding shares of our Series | preferred stock and
the Operating Partnership's Series | preferred units on April 16, 2010. The redemption price was equal to the liquidation value per
share plus accumulated and unpaid dividends through the redemption date or $50.4917 per share or unit.

Through the redemption date of April 16, 2010, holders of Series | preferred stock converted 7,871,276 shares of Series |
preferred stock into 6,670,589 shares of our common stock and holders of Series | preferred units converted 1,017,480 Series
| preferred units into 862,292 units of the Operating Partnership at a conversion ratio of .847495. We redeemed the remaining
219,879 shares of Series | preferred stock for $50.4917 per share for an aggregate cash redemption payment of $11.1 million
including accrued -dividends.

Acquisitions and Dispositions

Buy-sell provisions are common in real estate partnership agreements. Most of our partners are institutional investors who
have a history of direct investment in retail real estate. Our partners in our joint venture properties may initiate these provisions
(subject to any applicable lock up or similar restrictions). If we determine it is in our stockholders’ best interests for us to purchase
the joint venture interest and we believe we have adequate liquidity to execute the purchase without hindering our cash flows,
then we may initiate these provisions or elect to buy. If we decide to sell any of our joint venture interests, we expect to use the
net proceeds to reduce outstanding indebtedness or to reinvest in development, redevelopment, or expansion opportunities.

Acquisitions. During 2010, we acquired a controlling interest in a regional mall which resulted in a remeasurement of our
previously held equity interest to fair value and corresponding gain of approximately $13.0 million. This gain is included in gain
(loss) upon acquisition of controlling interest and on sale or disposal of assets and interests in unconsolidated entities, net in the
accompanying consolidated statements of operations and comprehensive income.

On May 28, 2010, we acquired an additional interest of approximately 19% in Houston Galleria, located in Houston, Texas
thereby increasing our interest from 31.5% to 50.4%.

On August 30, 2010, we completed our previously announced transaction to acquire 21 outlet centers from Prime, including
a center located in Puerto Rico, which was acquired on May 13, 2010. The transaction was valued at approximately $2.3 billion,
including the assumption of existing mortgage indebtedness of $1.2 billion and the repayment of $310.7 million of preexisting
mortgage loans at closing. We paid consideration comprised of 80% cash and 20% in units of the Operating Partnership. We
issued approximately 1.7 million units with an issuance date fair value of approximately $154.5 million. We funded the cash portion
of this acquisition through draws on our Credit Facility.
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Dispositions. We continue to pursue the disposition of properties that no longer meet our strategic criteria or that are not the
primary retail venue within their trade area. During 2010, we disposed of one regional mall, one community center, two other retail
properties, and our interest in eight international joint venture properties for an aggregate net gain of $308.1 million.

Development Activity

New Domestic Developments. During 2010, we began construction on Merrimack Premium Outlets located in Merrimack,
New Hampshire. This new center, which will be wholly owned by us, is expected to open in the first half of 2012. The estimated
cost of this project is $138 million, and the carrying amount of the construction in progress as of December 31, 2010 was $37.6
million. Other than this project, our share of other 2010 new developments was not significant.

Domestic Expansions and Renovations. In addition to new development, we incur costs related to construction for significant
renovation and expansion projects at our properties. In 2011 we expect to reinstitute our redeveiopment and expansion initiatives
which were previously reduced given the downturn in the economy. We expect our share of development costs for 2011 related
to renovation or expansion initiatives to be approximately $350 million. We expect to fund these capital projects with cash flows
from operations.

Capital Expenditures on Consolidated Properties.

The following table summarizes total capital expenditures on consolidated properties on a cash basis:

2010 2009 2008
New Developments and Other ‘ $ 39 $ 160 $ 327
Renovations and Expansions 96 159 432
Tenant Allowances 103 43 72
Operational Capital Expenditures 18 14 43
Total $ 256 $ 376 $ 874

International Development Activity. We typically reinvest net cash flow from our international investments to fund future
international development activity. We believe this strategy mitigates some of the risk of our initial investment and our exposure to
changes in foreign currencies. We have also funded our European investments with Euro-denominated borrowings that act as a
natural hedge against local currency fluctuations. This has also been the case with our Premium Outlets in Japan and South Korea
where we use Yen and Won denominated financing, respectively. Currently, our consolidated net income exposure to changes
in the volatility of the Euro, Yen, Won, Peso and other foreign currencies is not material. We expect our share of international
development costs for 2011 will be approximately $90 million, primarily funded through reinvested joint venture cash flow and
construction loans.

in March 2010, two European developments opened, adding approximately 942,000 square feet of GLA for a total net cost
of approximately €221 million, of which our share was approximately €53 million, or $64.8 million based on applicable Euro:
USD exchange rates. Although we sold our joint venture interest in Simon Ivanhoe, we and Ilvanhoe Cambridge have the right
to participate with Unibail-Rodamco in the potential development of up to five new retail projects in the Simon Ivanhoe pipeline,
subject to customary approval rights. We will own a 25% interest in any of these projects in which we agree to participate.

On July 14, 2010 Toki Premium Outlets Phase lll, a 62,000 square foot expansion to the Toki Premium Outlet located in Toki,
Japan, opened to the public. Currently Tosu Premium Outlets Phase lll, a 52,000 square foot expansion to the Tosu Premium
Outlet located in Fukuoka, Japan, is under construction. The combined projected net cost of these projects is JPY 5.3 billion, of
which our share is approximately JPY 2.1 billion, or $25.8 million based on applicable Yen: USD exchange rates.

Paju Premium OQutlets, a 328,000 square foot center located in Seoul, South Korea, is under construction. The projected
net cost of this project is KRW 121.2 billion, of which our share is approximately KRW 60.6 billion, or $53.6 million based on
applicable KRW: USD exchange rates.
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We have a 50% joint venture investment in Malaysia. Currently, Johor Premium Outlets, a 173,000 square foot center
located in Johor, Malaysia is under construction. The projected net cost of this project is MYR 153 million, of which our share is
approximately MYR 77 million, or $24.9 million based on applicable MYR: USD exchange rates.

Market Risk

Our exposure to market risk due to changes in interest rates primarily relates to our long-term debt obligations. We manage
exposure to interest rate market risk through our risk management strategy by a combination of interest rate protection agreements
to effectively fix or cap a portion of variable rate debt. We are also exposed to foreign currency risk on financings of certain foreign
operations. Our intent is to offset gains and losses that occur on the underlying exposures, with gains and losses on the derivative
contracts hedging these exposures. We do not enter into either interest rate protection or foreign currency rate protection
agreements for speculative purposes.

We may enter into treasury lock agreements as part of an anticipated debt issuance. If the anticipated transaction does not
occur, the cost is charged to consolidated net income. Upon completion of the debt issuance, the cost of these instruments
is recorded as part of accumulated other comprehensive income and is amortized to interest expense over the life of the debt
agreement.

Our future earnings, cash flows and fair values relating to financial instruments are dependent upon prevalent market rates of
interest, primarily LIBOR. LIBOR was at historically low levels during 2010. Based upon consolidated indebtedness and interest
rates at December 31, 2010, a 50 basis point increase in the market rates of interest would decrease future earnings and cash
flows by approximately $10.0 million, and would decrease the fair value of debt by approximately $374.7 million.

Dividends and Stock Repurchase Program

Dividends during 2010 aggregated $2.60 per share and were paid entirely in cash. Dividends during 2009 aggregated $2.70
per share and were paid in a combination of cash and shares of our common stock, subject to stockholder election. We must
pay a minimum amount of dividends to maintain our status as a REIT. Our dividends typically exceed our consolidated net income
generated in any given year primarily because of depreciation, which is a “non-cash” expense. Our future dividends and future
distributions of the Operating Partnership will be determined by the Board of Directors based on actual results of operations, cash
available for dividends and limited partner distributions, and what may be required to maintain our status as a REIT.

Forward-Looking Statements

Certain statements made in this section or elsewhere in this report may be deemed “forward-looking statements” within the
meaning of the Private Securities Litigation Reform Act of 1995. Although we believe the expectations reflected in any forward-
looking statements are based on reasonable assumptions, we can give no assurance that our expectations will be attained,
and it is possible that our actual results may differ materially from those indicated by these forward-looking statements due to a
variety of risks, uncertainties and other factors. Such factors include, but are not limited to: the impact of a prolonged recession,
our ability to meet debt service requirements, the availability and terms of financing, changes in our credit rating, changes in
market rates of interest and foreign exchange rates for foreign currencies, the ability to hedge interest rate risk, risks associated
with the acquisition, development and expansion of properties, general risks related to retail real estate, the liquidity of real
estate investments, environmental liabilities, changes in market rental rates, trends in the retail industry, relationships with anchor
tenants, the inability to collect rent due to the bankruptcy or insolvency of tenants or otherwise, risks relating to joint venture
properties, competitive market forces, risks related to international activities, insurance costs and coverage, terrorist activities, and
maintenance of our status as a real estate investment trust. We discuss these and other risks and uncertainties under the heading
“Risk Factors” in our most recent Annual Report on Form 10-K. We may update that discussion in subsequent Quarterly Reports
on Form 10-Q, but otherwise we undertake no duty or obligation to update or revise these forward-looking statements, whether
as a result of new information, future developments, or otherwise.
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Non-GAAP Financial Measure — Funds from Operations

Industry practice is to evaluate real estate properties in part based on funds from operations, or FFO. We consider FFO to
be a key measure of our operating performance that is not specifically defined by accounting principles generally accepted in the
United States, or GAAP. We believe that FFO is helpful to investors because it is a widely recognized measure of the performance

of REITs and provides a relevant basis for comparison among REITs. We also use this measure internally to measure the operating
performance of our portfolio.-

We determine FFO based on the definition set forth by the National Association of Real Estate Investment Trusts, or NAREIT,
as consolidated net income computed in accordance with GAAP:

excluding real estate related depreciation and amortization,

excluding gains and losses from extraordinary items and cumulative effects of accounting changes,

excluding gains and losses from the sales of previously depreciated retail operating properties,

plus the allocable portion of FFO of unconsolidated entities accounted for under the equity method of accounting based
upon economic ownership interest, and

® all determined on a consistent basis in accordance with GAAP.

We have adopted NAREIT's clarification of the definition of FFO that requires us to include the effects of nonrecurring items
not classified as extraordinary, cumulative effect of accounting changes, or a gain or loss resulting from the sale of previously
depreciated operating properties. We include in FFO gains and losses realized from the sale of land, outlot buildings, marketable
and non-marketable securities, and investment holdings of non-retail real estate. However, you should understand that our
computation of FFO might not be comparable to FFO reported by other REITs and that FFO:

® does not represent cash flow from operations as defined by GAAP,

® should not be considered as an alternative to consolidated net income determined in accordance with GAAP as a
measure of operating performance, and '

® s not an alternative to cash flows as a measure of liquidity.
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The following schedule reconciles total FFO to consolidated net income and diluted net income per share to diluted FFO |
per share.

For the Year Ended December 31,

(in thousands) 2010 2009 2008

Funds from Operations $ 1,762,322 $ 1,748,280 $1,852,331
Increase/(Decrease) in FFO from prior period 0.8% (5.6)% 9.5%
Consolidated Net Income $ 753514 $ 387,262 $ 599,535

Adjustments to Arrive at FFO:

Depreciation and amortization from consolidated properties

and discontinued operations 968,695 983,487 954,494
Simon’s share of depreciation and amortization from unconsolidated entities 388,565 399,509 376,670
(Gain) loss upon acquisition of controlling interest, and on sale or disposal

of assets and interests in unconsolidated entities, net (321,036) 30,108 —
Net income attributable to noncontrolling interest holders in properties (10,640) (5,496) (11,091)
Depreciation and amortization attributable to noncontrolling

_ interest holders in properties (7,847) (8,396) (8,559)
Preferred distributions and dividends (8,929) (38,194) (58,718)
Funds from Operations $ 1,762,322 $ 1,748,280 $1,852,331
FFO Allocable to Simon Property $ 1,465,728 $1,440,554 $ 1,477,446
Diluted net income per share to diluted FFO per share reconciliation:
Diluted net income per share $ 2.10 $ 1.05 $ 1.87

Depreciation and amortization from consolidated properties and beneficial interests,
and our share of depreciation and amortization from unconsolidated affiliates,

net of noncontrolling interest portion of depreciation and amortization 3.86 4.22 4.69
(Gain) loss upon acquisition of controlling interest, and on sale or disposal of

assets and interests in unconsolidated entities, net (0.92) 0.09 -
Impact of additional dilutive securities for FFO per share (0.03) (0.03) (0.14)

Diluted FFO per share $ 5.01 $ 5.33 $ 6.42

Basic weighted average shares outstanding © 291,076 267,055 225,333
Adjustments for dilution calculation:
Effect of stock options 274 316 551
Effect of contingently issuable shares from stock dividends - 1,101 —
Impact of Series C cumulative preferred 7% convertible units . 46 75
Impact of Series | preferred stock 1,749 6,354 10,773
Impact of Series | preferred units 238 1,228 1,631
Diluted weighted average shares outstanding 293,337 276,100 238,263
Weighted average limited partnership units outstanding 58,900 57,292 57,175
Diluted weighted average shares and units outstanding 352,237 333,392 205,438

During the twelve months ended December 31,2010, FFO as disclosed above includes a $350.7 million loss on extinguishment
of debt associated with two cash tender offers for outstanding senior unsecured notes of the Operating Partnership, reducing
diluted FFO per share by $1.00 per share. Also included is our share of a non-cash impairment charge in an investment in an
operating property in Italy of approximately $8.2 million, reducing FFO per share by $0.02. During the year ended December 31,
2010, we recorded transaction expenses of $69.0 million, reducing diluted FFO per share by $0.20.

During the twelve months ended December 31, 2009, we recorded $228.6 million in impairment charges, net of related tax
benefit and noncontrolling interest share, reducing diluted FFO per share by $0.68.
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

We are responsible for establishing and maintaining adequate internal control over financial reporting. Internal control over
financial reporting is defined in Rule 13a-15(f) or 15d-15(f) promulgated under the Securities Exchange Act of 1934 as a process
designed by, or under the supervision of, our principal executive and principal financial officers and effected by our Board of
Directors, management and other personnel, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with U.S. generally accepted accounting principles
and includes those policies and procedures that:

® Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect our transactions and disposition
of assets;

® Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements
in accordance with U.S. generally accepted accounting principles, and that our receipts and expenditures are being
made only in accordance with authorizations of our management and directors; and

® Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of
our assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

We assessed the effectiveness of our internal control over financial reporting as of December 31, 2010. In making this

assessment, we used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO)
in Internal Control-Integrated Framework.

Based on that assessment, we believe that, as of December 31, 2010, our internal control over financial reporting is effective
based on those criteria.

Our independent registered public accounting firm has issued an audit report on their assessment of our internal control over
financial reporting. Their report appears on page 29 of this Annual Report.

28  Simon Property Group, Inc.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
Simon Property Group, Inc.:

We have audited Simon Property Group, Inc. and Subsidiaries’ internal control over financial reporting as of December
31, 2010 based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the COSO criteria). Simon Property Group, Inc. and Subsidiaries’ management is
responsible for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal
control over financial reporting included in the accompanying Management'’s Report on Internal Control Over Financial Reporting.
Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company's internal control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions
of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the
company are being made only in accordance with authorizations of management and directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any-evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Simon Property Group, Inc. and Subsidiaries maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2010, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated balance sheets of Simon Property Group, Inc. and Subsidiaries as of December 31, 2010 and 2009, and the
related consolidated statements of operations and comprehensive income, equity and cash flows for each of the three years in
the period ended December 31, 2010 of Simon Property Group, Inc. and Subsidiaries, and our report dated February 25, 2011
expressed an unqualified opinion thereon.

ERNST & YOUNG LLP

Indianapolis, Indiana
February 25, 2011
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" REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
Simon Property Group, Inc.:

We have audited the accompanying consolidated balance sheets of Simon Property Group, Inc. and Subsidiaries as of
December 31, 2010 and 2009, and the related consolidated statements of operations and comprehensive income, equity and
cash flows for each of the three years in the period ended December 31, 2010. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
- statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
“disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates

made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of Simon Property Group, Inc. and Subsidiaries at December 31, 2010 and 2009, and the consolidated results of their
operations and their cash flows for each of the thre¢ years in the period ended December 31, 2010, in conformity with U.S.
generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Simon Property Group, Inc. and Subsidiaries’ internal control over financial reporting as of December 31, 2010, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission and our report dated February 25, 2011, expressed an unqualified opinion thereon.

ERNST & YOUNG LLP

Indianapolis, Indiana
February 25, 2011 .
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CONSOLIDATED BALANCE SHEETS

(Doliars in thousands, except share amounts)

December 31,

December 31,

2010 2009
ASSETS:
Investment properties, at cost $ 27508,735 $ 25,336,189
Less — accumulated depreciation 7,711,304 7,004,534
19,797,431 18,331,655
Cash and cash equivalents 796,718 3,957,718
Tenant receivables and accrued revenue, net 426,736 402,729
Investment in unconsolidated entities, at equity 1,390,105 1,468,577
Deferred costs and other assets 1,795,439 1,155,687
Note receivable from related party 651,000 632,000
Total assets $ 24857429 $ 25,948,266
LIABILITIES:
Mortgages and other indebtedness $ 17473,760 $ 18,630,302
Accounts payable, accrued expenses, intangibles, and deferred revenues 993,738 987,530
Cash distributions and losses in partnerships and joint ventures, at equity 485,855 457754
Other liabilities and accrued dividends 184,855 159,345
Total liabilities 19,138,208 20,234,931
Commitments and contingencies
Limited partners’ preferred interest in the Operating Partnership and noncontrolling
redeemable interests in properties 85,469 125,815
Series | 6% convertible perpetual preferred stock, 19,000,000 shares authorized,
0 and 8,091,155 issued and outstanding, respectively, at liquidation value - 404,558
EQUITY:
Stockholders' equity
Capital stock (850,000,000 total shares authorized, $.0001 par value,
238,000,000 shares of excess common stock, 100,000,000 authorized
shares of preferred stock):
Series J 83/8% cumulative redeemable preferred stock, 1,000,000 shares authorized, ,
796,948 issued and outstanding, with a liquidation value of $39,847 45,375 45,704 -
Common stock, $.0001 par value, 511,990,000 shares authorized,
296,957,360 and 289,866,711 issued and outstanding, respectively 30 29
Class B common stock, $.0001 par value, 10,000 shares authorized,
8,000 issued and outstanding - -
Capital in excess of par value 8,059,852 7,547,959
Accumulated deficit (3,114,571) (2,955,671)
Accumulated other comprehensive income (loss) 6,530 (8,088)
Common stock held in treasury at cost, 4,003,451 and 4,126,440 shares, respectively (166,436) (176,796)
Total stockholders’ equity 4,830,780 4,458,137
Noncontrolling interests 802,972 724,825
Total equity 5,633,752 5,182,962
Total liabilities and equity $ 24,857429 $ 25,948,266

The accompanying notes are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME  £3

(Dollars in thousands, except per share amounts)

For the Twelve Months Ended December 31, f—}
2010 2009 2008
REVENUE: 1
Minimum rent $ 2,429,519 $2,316,838 $2,291919 .
Overage rent 110,621 84,922 100,222 3
Tenant reimbursements 1,083,780 1,062,227 1,065,957 -
Management fees and other revenues 121,207 124,059 132,471 ;3
Other income 212,503 187,170 192,586
Total revenue 3,957,630 3,775,216 3,783,155
EXPENSES:
Property operating 414,264 425,703 455,874
Depreciation and amortization 982,820 997598 969,477
Real estate taxes 345,960 333,957 334,657
Repairs and maintenance 102,425 91,736 107,879
Advertising and promotion 97,194 93,565 96,783
Provision for credit losses 3,130 22,655 24,035
Home and regional office costs 109,314 110,048 144,865
General and administrative 21,267 18,124 20,987 f}
Impairment charge - 197,353 16,489 *°
Transaction expenses 68,972 5,697 - & 3
Other 68,045 72,088 69,061
Total operating expenses 2,213,391 2,368,524 2,240,107 }
OPERATING INCOME 1,744,239 1,406,692 1,543,048
Interest expense (1,027,091) (992,065) (047,140) 1}
Loss on extinguishment of debt (350,688) - (20,330) .
Income tax (expense) benefit of taxable REIT subsidiaries (1,734) 5,220 (8,581) &)
Income from unconsolidated entities 75,921 40,220 32,246 .
Impairment charge from investments in unconsolidated entities (8,169) (42,697) (4,683) )
Gain (loss) upon acquisition of controlling interest, and on sale or disposal .
of assets and interests in unconsolidated entities, net 321,036 (30,108) — ]
Consolidated income from continuing operations 753,514 387262 599,560
Discontinued operations - - 25
CONSOLIDATED NET INCOME . 753,514 387,262 599,635 j
Net income attributable to noncontrolling interests 136,476 77,855 135,899
Preferred dividends 6,614 26,309 41,119 }
NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDERS $ 610424 $ 283,098 $ 422517
BASIC EARNINGS PER COMMON SHARE: J
Net income attributable to common stockholders $ 2.10 $ 1.06 $ 1.88
DILUTED EARNINGS PER COMMON SHARE: S }
Net income attributable to common stockholders $ 2.10 $ 1.05 $ 1.87 3
Consolidated Net Income $ 753514 $ 387262 $ 599535
Unrealized gain (loss) on interest rate hedge agreements 28,045 1,509 (50,973) 3
Net loss on derivative instruments reclassified from accumulated
other comprehensive loss into interest expense (15,769) (14,754) (3,205) : 7}
Currency translation adjustments (20,590) (8,244) (6,953)
Changes in available-for-sale securities and other 19,934 224,694 (168,619) £
Comprehensive income 765,134 590,467 369785 7
Comprehensive income attributable to noncontrolling interests 138,478 119,082 89,302 £
Comprehensive income attributable to common stockholders $ 626656 $ 471,385 $ 280,483 o
v
nvd

The accompanying notes are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)
For the Twelve Months Ended December 31,
2010 2009 2008 -
CASH FLOWS FROM OPERATING ACTIVITIES:
Consolidated Net Income $ 753514 $ 387262 $ 599,535
Adjustments to reconcite consolidated net income to net cash provided
by operating activities —
Depreciation and amortization 1,016,027 1,009,490 956,827
Loss on debt extinguishment 350,688 —_ -
Impairment charges 8,169 240,050 21,172
(Gain) loss upon acquisition of controlling interest, and on sale or
disposal of assets and interests in unconsolidated entities, net (321,036) 30,108 -
Straight-line rent (24,487) (24,653) (33,672)
Equity in income of unconsolidated entities (75,921) (40,220) (32,246)
Distributions of income from unconsolidated entities 109,050 105,318 118,665
Changes in assets and liabilities —
Tenant receivables and accrued revenue, net 2,144 37,465 (14,312)
Deferred costs and other assets (40,388) (28,089) (21,295)
Accounts payable, accrued expenses, intangibles, deferred revenues ‘
S and other liabilities (22,550) 3,789 41,213
| Net cash provided by operating activities 1,755,210 1,720,520 1,635,887
' CASH FLOWS FROM INVESTING ACTIVITIES:
1] Acquisitions (976,276) — -
S Funding of loans to related parties (29,500) (120,000) (8,000)
i Repayments on loans 1o related parties 10,500 8,700 35,300
Capital expenditures, net (256,312) (376,275) (874,286)
Cash from acquisitions and cash impact from the consolidation of properties 27,015 — —
3 Net proceeds from sale of assets and interest in unconsolidated entities 301,425 33,106 —
i Investments in unconsolidated entities (193,925) (107,204) (137,509)
. Purchase of marketable and non-marketable securities (16,157) (132,984) (355,994)
] Sale of marketable securities 26,175 74,116 8,997
Purchase of loans held for investment (433,033) — —
Repayments of loans held for investment 37,574 - -
Distributions of capital from unconsolidated entities and other 255,819 201,550 309,217
Net cash used in investing activities -(1,246,695) (418,991) (1,022,275)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from sales of common stock and other 4,166 1,642,228 11,106
Purchase of limited partner units - — (16,009)
Preferred stock redemptions (10,994) (87,689) (1,845)
Distributions to noncontroliing interest holders in properties (24,615) (30,706) (28,251)
Contributions from noncontrolling interest holders in properties 1,058 2,795 4,005
Preferred distributions of the Operating Partnership (2,315) (11,885) (17,599)
Preferred dividends and distributions to stockholders (763,881) (148,507) (852,446)
Distributions to limited partners (153,247) (25,658) (205,850)
Loss on debt extinguishment (350,688) - -
Mortgage and other indebtedness proceeds, net of transaction costs 3,858,815 3,220,706 4,456,975
Mortgage and other indebtedness principal payments (6,227,814) (2,678,639) (3,692,136)
Net cash (used in) provided by financing activities (3,669,515) 1,882,645 (342,050)
(DECREASE)/INCREASE IN CASH AND CASH EQUIVALENTS (3,161,000) 3,184,174 271,562
CASH AND CASH EQUIVALENTS, beginning of year 3,957,718 773,544 501,982
CASH AND CASH EQUIVALENTS, end of year $ 796718 $ 3,957718 $ 773544

The accompanying notes are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF EQUITY

(Dollars in thousands)

Preferred
Stock

BALANCE AT DECEMBER 31, 2007 . $ 46,361

Conversion of limited partner units (2,574,608 common shares, Note 10)
Conversion of Class C stock (4,000 shares)
Issuance of common shares upon conversion of Class C shares (4,000 common shares)
Stock options exercised (282,106 common shares)
Series | preferred stock conversion to common stock
(6,437,072 preferred shares to 5,151,776 common shares)
Series | preferred unit conversion to limited partner units
Series J preferred stock premium amortization - (829)
Stock incentive program (276,872 common shares net)
Amortization of stock incentive
Other ‘
Adjustment to limited partners’ interest from increased ownership in the Operating Partnership -
Distributions to common shareholders and limited partners, excluding Operating Partnership
preferred interests
Distributions to other noncontrolling interest partners
Other comprehensive income (loss)
Net income, excluding $17,599 attributable to preferred interests in the Operating Partnership

BALANCE AT DECEMBER 31, 2008 $ 46,032 ‘

2

Conversion of limited partner units (1 ,866,474 common shares, Note 10)
Public offerings of common stock (40,250,000 common shares)
Stock options exercised (181,850 common shares)
Series J preferred stock premium amortization (328)
Conversion of Series C preferred Units to limited partner units ’ i
Issuance of limited partner units with the redemption of the Series C preferred units
Issuance of limited partner units with the redemption of the Series D preferred units |
Stock incentive program (254,227 common shares, net)
Amortization of stock incentive
Other
Adjustment to limited partners’ interest from increased ownership in the Operating Partnership
Distributions to common shareholders and limited partners,
excluding Operating Partnership preferred interests
Stock and units issued to common shareholders and limited partners (11,876,076 common shares)
Distributions to other noncontrolling interest partners '
Other comprehensive income (loss) i
Net income, excluding $11,885 attributable to preferred interests in the Operating Partnershrp

fade

epensy
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BALANCE AT DECEMBER 31, 2009 - ‘$. 45704

29

Conversion of limited partner units (247,640 common shares, Note 10)
Issuance of limited partner units

Stock options exercised (178,683 common shares)

Series | preferred unit conversion to limited partner units

Series | preferred stock conversion to common stock (7,871,276 preferred shares to
6,670,589 common shares)

Series J preferred stock premium amortization "~ (329)
Stock incentive program (116,726 common shares net)

Amortization of stock incentive

Issuance of unit equivalents and other

Adjustment to limited partners’ interest from increased ownership.in the Operating Partnetship .

Distributions to common shareholders and limited partners, excluding Operating Partnership preferred mterests
Distributions to other noncontrolling interest partners "

Other comprehensive income (loss)

Net income, excluding $2,315 attributable to preferred interests in the Operating Partnership

[
3=
[l

BALANCE AT DECEMBER 31, 2010 $ 45,375

30

The 'adr:ompanying notes are an integral part of these statements.
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7 ' Accumulated Other Common Stock
#  Comprehensive Capital in Excess Accumulated Held in Noncontrolling Total
Income (Loss) of Par Value Deficit Treasury Interests Equity
$ 18,087 $ 5,067718 $ (2,096,949) $ (213,606) $ 592,978 $ 3414612
31,350 . 2 - - (31,351) =

11,886

74,695 74,695

i e DRSS GE el ena b g s e i b 5E(300)
(27,396) ' 27,396 —
o DBBAD et TRUL e o 98/640
(450) (6,170) (10,908) (17,528)

(852,446) (205,850) (1,058,296)

(183,1563) (46,597) (229,750)
T , ) C T LgBBB86 e e B e 1188007 e 581,086
I~ -""§ (165,066) $ 5410,147 $ (2491,929) $ (186,210) $ 488,969 $ 3,101,967
. 24,033 et e (28,088) e =

' 1,638,336 1,638,340
- T A 4728
' (328)
063 i ( SRS R E 763

_ 1,875 1,875
1 , L ! . 38086 | . 38,086
| (9.414) 9,414 —

:;.._;:j bt i e e ) 22’870 S s e : S e mmenirt o anoalo T N T T 22,870
1o ' (508) (4,141) 70 (4,579)
. e (182782). e e 182782 e o

(769,008) (159,392) (928,400)
o L. 183784 T 7. .754,237
(25,176) (25,176)

309,407 65,970 375,377

$ (3,088 $ 7,547,959 $ (2,955,671) $ (176,796) . $ 724825 . . $_ 5182962
3,866 (3,866) —

o o ‘ o 162,987 162,087

: 5,006 5,006
) S TR Boigr4 U T 50,874

. .820,502

393,663 393,564
e, (329)
(10,360) 10,360 —

. 16839 . ¢ A R L ALV ey 16,839
(749) (12,057) 13,799 993
108,728, e (t03728) it o
(763,881) (153,247) (917,128)
9,618 2,002 11,620

R R R NN Y . 617088 . oo o 184161 751,199
$ 6530 $ 8,059,852 $ (3,114,571) $ (166,436) $ 802,972 $ 5,633,752
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in thousands, except share and per share amounts and where indicated as in millions or billions)

1. ORGANIZATION

Simon Property Group, Inc. is a Delaware corporation that operates as a self-administered and self-managed real estate
investment trust, or REIT, under the Internal Revenue Code. Simon Property Group, L.P., or the Operating Partnership, is
our majority-owned partnership subsidiary that owns all of our real estate properties. In these notes to consolidated financial

statements, the terms “we”, “us” and “our” refer to Simon Property, the Operating Partnership, and their subsidiaries.

We own, develop and manage retail real estate properties, which consist primarily of regional malls, Premium Outlets®,
The Mills®, and community/lifestyle centers. As of December 31, 2010, we owned or held an interest in 338 income-producing
properties in the United States, which consisted of 161 regional malls, 58 Premium Outlets, 66 community/lifestyle centers, 36
properties acquired in the 2007 acquisition of The Mills Corporation, or the Mills acquisition, and 17 other shopping centers or
outlet centers in 41 states and Puerto Rico. Of the 36 properties acquired in the Mills portfolio, 16 of these properties are The
Mills, 16 are regional malls, and four are community centers. Internationally, as of December 31, 2010, we had ownership interests
in 45 European shopping centers in Italy, eight Premium Outlets in Japan, one Premium Outlet in Mexico, and one Premium Outlet
in South Korea. On July 15, 2010, we and our joint venture partner sold our collective interests in Simon Ivanhoe S.a.r.l, or Simon
Ivanhoe, which owned seven shopping centers located in France and Poland.

We generate the majority of our-revenues from leases with retail tenants including:

- Base minimum rents,

e Overage and percentage rents based on tenants’ sales volume, and

® Recoveries of substantially all of our recoverable expenditures, which consist of property operating, real estate taxes,
repair and maintenance, and advertising and promotional expenditures.

Revenues of our management company, after intercompany eliminations, consist primarily of management fees that are
typically based upon the revenues of the property being managed.

We also generate supplemental revenue from the following activities:

® Establishing our malls as leading market resource providers for retailers and other businesses and consumer-focused
corporate alliances including payment systems (such as handling fees relating to the sales of bank-issued prepaid cards),
national marketing alliances, static and digital media initiatives, business development, sponsorship, and events,

e Offering property operating setvices to our tenants and others, including waste handiing and facility services, and the
sale of energy,

® Selling or leasing land adjacent to our shopping center properties, commonly referred to as “outlots” or “outparcels,’ and

e Generating interest income on cash deposits, loans made to related entities and loans held for investment.

2. BASIS OF PRESENTATION AND CONSOLIDATION

The accompanying consolidated financial statements include the accounts of all majority-owned subsidiaries, and all significant
intercompany amounts have been eliminated.

We consolidate properties that are wholly owned or properties where we own less than 100% but we control. Control of a
property is demonstrated by, among other factors, our ability to refinance debt and sell the property without the consent of any
other partner or owner and the inability of any other partner or owner to replace us.

We also consolidate a variable interest entity, or VIE, when we are determined to be the primary beneficiary. On January 1,
2010, we adopted the amendment on the accounting and disclosure requirements for the consolidation of VIEs. This amendment
‘requires an enterprise to perform a qualitative analysis when determining whether or not it must consolidate a VIE. The amendment
also requires an enterprise to continuously reassess whether it must consolidate a VIE. Additionally, the amendment requires
enhanced disclosures about an enterprise’s involvement with VIEs and any significant change in risk exposure due to that
involvement, as well as how its involvement with VIEs impacts the enterprise’s financial statements. Finally, an enterprise will be
required to disclose significant judgments and assumptions used to determine whether or not to consolidate a VIE. The adoption
of this amendment did not have a significant impact on our financial position, results of operations, or cash flows.
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Determination of the primary beneficiary of a VIE is based on whether an entity (1) has the power to direct activities that
most significantly impact the economic performance of the VIE and (2) has the obligation to absorb losses or the right to receive
benefits of the VIE that could potentially be significant to the VIE. Our determination of the primary beneficiary of a VIE considers
all relationships between us and the VIE, including management agreements and other contractual arrangements. There have
been no changes during 2010 in conclusions about whether an entity qualifies as a VIE or whether we are the primary beneficiary
of any previously identified VIE. During 2010, we did not provide financial or other support to a previously identified VIE that we
were not previously contractually obligated to provide.

Invesiments in partnerships and joint ventures represent our noncontrolling ownership interests in properties. We account for
these investments using the equity method of accounting. We initially record these investments at cost and we subsequently adjust
for net equity in income or loss, which we allocate in accordance with the provisions of the applicable partnership or joint venture
agreement, and cash contributions and distributions. The allocation provisions in the partnership or joint venture agreements
are not always consistent with the legal ownership interests held by each general or limited partner or joint venture investee
primarily due to partner preferences. We separately report investments in joint ventures for which accumulated distributions have
exceeded investments in and our share of net income of the joint ventures within cash distributions and losses in partnerships
and joint ventures, at equity in the consolidated balance sheets. The net equity of certain joint ventures is less than zero because
of financing or operating distributions that are usually greater than net income, as net income includes non-cash charges for
depreciation and amortization.

As of December 31, 2010, we consolidated 218 wholly-owned properties and 19 additional properties that are less than
wholly-owned, but which we control or for which we are the primary beneficiary. We account for the remaining 156 properties,
or joint venture properties, using the equity method of accounting. We manage the day-to-day operations of 92 of the 156 joint
venture properties, but have determined that our partner or partners have substantive participating rights in regards to the assets
and operations of these joint venture properties. Our investments in joint ventures in Europe, Japan, Mexico and Korea comprise
55 of the remaining 64 properties. The international properties are managed by joint ventures in which we share oversight
responsibility with our partner. Additionally, we account for our investment in SPG-FCM Ventures, LLC, or SPG-FCM, which
acquired The Mills Corporation and its wholly-owned subsidiary, The Mills Limited Partnership, or collectively Mills, in April 2007,
using the equity method of accounting. We have determined that SPG-FCM is not a VIE and that Farallon Capital Management,
L.L.C., our joint venture partner, has substantive participating rights with respect to the assets and operations of SPG-FCM
pursuant to the applicable partnership agreements.

We allocate net operating results of the Operating Partnership after preferred distributions to third parties and to us based
on the partners’ respective weighted average ownership interests in the Operating Partnership. Net operating results of the
Operating Partnership attributable to third parties are reflected in net income attributable to noncontrolling interests.

Our weighted average ownership interest in the Operating Partnership was as follows:

For the Year Ended December 31,
2010 2009 2008

Weighted average ownership interest 83.2% 82.4% 79.8%

As of December 31, 2010 and 2009, our ownership interest in the Operating Partnership was 82.9% and 83.2%, respectively.
We adjust the limited partners' interest in the Operating Partnership at the end of each period to reflect their interest in the
Operating Partnership.

Reclassifications

We made certain reclassifications of prior period amounts in the consolidated financial statemenis to conform to the 2010
presentation. These reclassifications had no impact on previously reported net income attributable to common stockholders or
earnings per share.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in thousands, except share and per share amounts and where indicated as in millions or billions)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investment Properties

We record investment properties at cost. Investment properties include costs of acquisitions; development, predevelopment,
and construction (including allocable salaries and related benefits); tenant allowances and improvements; and interest and real
estate taxes incurred during construction. We capitalize improvements and replacements from repair and maintenance when the
repair and maintenance extends the useful life, increases capacity, or improves the efficiency of the asset. All other repair and
maintenance items are expensed as incurred. We capitalize interest on projects during periods of construction until the projects
are ready for their intended purpose based on interest rates in place during the construction period. The amount of interest
capitalized during each year is as follows:

For the Year Ended December 31,
2010 2009 2008
Capitalized interest $ 3715 $14,502 $27847

We record depreciation on buildings and improvements utilizing the straight-line method over an estimated original useful life,
which is generally 10 to 40 years. We review depreciable lives of investment properties periodically and we make adjustments
when necessary to reflect a shorter economic life. We amortize tenant allowances, tenant inducements and tenant improvements
utilizing .the straight-line method over the term of the related lease or occupancy term of the tenant, if shorter. We record
depreciation on equipment and fixtures utilizing the straight-line method over seven to ten years.

We review investment properties for impairment on a property-by-property basis whenever events or changes in circumstances
indicate that the carrying value of investment properties may not be recoverable. These circumstances include, but are not limited
to, declines in cash flows, occupancy and comparable sales per square foot at the property. We measure any impairment of
investment property when the estimated undiscounted operating income before depreciation and amortization plus its residual
value is less than the carrying value of the property. To the extent impairment has occurred, we charge to income the excess of
carrying value of the property over its estimated fair value. We estimate fair value using unobservable data such as operating
income, estimated capitalization rates, or multiples, leasing prospects and local market information. We may decide to sell
properties that are held for use and the sale prices of these properties may differ from their carrying values. We also review
our investments including investments in unconsolidated entities if events or circumstances change indicating that the carrying
amount of our investments may not be recoverable. We will record an impairment charge if we determine that a decline in the fair
value of the investments is other-than-temporary.

Certain of our real estate assets contain asbestos. The asbestos is appropriately contained, in accordance with current
environmental regulations, and we have no current plans to remove the asbestos. If these properties were demolished, certain
environmental regulations are in place which specify the manner in which the asbestos must be handled and disposed. Because
the obligation to remove the asbestos has an indeterminable settlement date, we are not able to reasonably estimate the fair value
of this obligation.

Purchase Accounting Allocation

We allocate the purchase price of acquisitions to the various components of the acquisition based upon the fair value of each
component which may be derived from various observable or unobservable inputs and assumptions. Also, we may utilize third
party valuation specialists. These components typically include buildings, land and intangibles related to in-place leases and we
estimate:

® the fair value of land and related improvements and buildings on an as-if-vacant basis.
® the market value of in-place leases based upon our best estimate of current market rents and amortize the resulting
market rent adjustment into revenues.

® the value of costs to obtain tenants, including tenant allowances and improvements and leasing commissions.
® the value of revenue and recovery of costs foregone during a reasonable lease-up period, as if the space was vacant.
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Amounts allocated to building are depreciated over the estimated remaining life of the acquired building or related
improvements. We amortize amounts allocated to tenant improvements, in-place lease assets and other lease- related intangibles
over the remaining life of the underlying leases. We also estimate the value of other acquired intangible assets, if any, which are
amortized over the remaining life of the underlying related intangibles.

Discontinued Operations

We reclassify any material operations and gains or losses on disposal related to consolidated properties sold during the
period to discontinued operations. There were no consolidated assets sold during 2008. During 2009, we reported a net loss
of approximately $9.8 million upon the sale of four consolidated assets. During 2010, we reported a net gain of approximately
$5.7 million upon the sale of one regional mall, one community center, and two other retail properties. These gains and losses are
reported in gain (loss) upon acquisition of controlling interest, and on sale of assets and interests in unconsolidated entities, net
in the consolidated statements of operations and comprehensive income. The gains and losses on the disposition of these assets
and the operating results were not significant to our consolidated results of operations.

Cash and Cash Equivalents

We consider all highly liquid investments purchased with an original maturity of 90 days or less to be cash and cash equivalents.
Cash equivalents are carried at cost, which approximates fair value. Cash equivalents generally consist of commercial paper,
bankers acceptances, Eurodollars, repurchase agreements, and money markets. Our gift card programs are administered by banks.
We collect gift card funds at the point of sale and then remit those funds to the banks for further processing. As a result, cash and
cash equivalents, as of December 31, 2010 and 2009, includes a balance of $55.3 million and $38.1 million, respectively, related
to these gift card programs which we do not consider available for general working capital purposes. Financial instruments that
potentially subject us to concentrations of credit risk include our cash and cash equivalents and our trade accounts receivable.
We place our cash and cash equivalents with institutions with high credit quality. However, at certain times, such cash and cash
equivalents may be in excess of FDIC and SIPC insurance limits. See Notes 4, 8, and 10 for disclosures about non-cash investing
and financing transactions.

Marketable and Non-Marketable Securities

Marketable securities consist primarily of the investments of our captive insurance subsidiaries, available-for-sale securities,
our deferred compensation plan investments, and certain investments held to fund the debt setvice requirements of debt previously
secured by investment properties that have been sold.

The types of securities included in the investment portfolio of our captive insurance subsidiaries typically include U.S. Treasury
or other U.S. government securities as well as corporate debt securities with maturities ranging from less than 1 to 10 years.
These securities are classified as available-for-sale and are valued based upon quoted market prices or other observable inputs
when quoted market prices are not available. The amortized cost of debt securities, which approximates fair value, held by our
captive insurance subsidiaries is adjusted for amortization of premiums and accretion of discounts to maturity. Changes in the
values of these securities are recognized in accumulated other comprehensive income (loss) until the gain or loss is realized or
until any unrealized loss is deemed to be other-than-temporary. We review any declines in value of these securities for other-
than-temporary impairment and consider the severity and duration of any decline in value. To the extent an other-than-temporary
impairment is deemed to have occurred, an impairment charge is recorded and a new cost basis is established. Subsequent
changes are then recognized through other comprehensive income (loss) unless another other-than-temporary impairment is
deemed to have occurred.

Our investment in shares of Liberty International PLC, or Liberty, was also accounted for as an available-for-sale security.
During 2009, we recognized a non-cash charge of $140.5 million, or $0.44 per diluted share, representing an other-than-
temporary impairment in fair value below the carrying value of our investment in Liberty. At June 30 and December 31, 2009,
we owned 35.4 million shares at a weighted average original cost per share of £5.74. As of June 30 and December 31, 2009,
Liberty’s quoted market price was £3.97 and £5.15 per share, respectively. As a result of the significance and duration of the
decline in the total share price at June 30, 2009, including currency revaluations, we deemed the decline in value as other-
than-temporary impairment establishing a new cost basis of our investment in Liberty. As a result, changes in available-for-sale
securities and other in the 2009 consolidated statement of operations and comprehensive income include the reclassification
of $140.5 million from accumulated other comprehensive loss to earnings related to this non-cash charge. Prior to the quarter
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ending June 30, 2009, the changes in value of our Liberty investment were reflected in other comprehensive income. Effective
July 1, 2009, we resumed marking to market our Liberty investment through other comprehensive income.

Effective May 7, 2010, Liberty completed a demerger in which it was separated into two companies, Capital Shopping
Centres Group PLC, or CSCG, and Capital & Counties Properties PLC, or CAPC. Liberty shareholders acquired the same
number of shares of CSCG and CAPC as they owned in Liberty. Our interests in CSCG and CAPC are adjusted to their quoted
market price, including a related foreign exchange component. At December 31, 2010, we owned 35.4 million shares of CSCG at
a carrying value of £3.08 per share, and 35.4 million shares of CAPC at a carrying value of £0.94 per share. The market value of
our investments in CSCG and CAPC was $228.4 million and $82.4 million, respectively, at December 31, 2010. Our aggregate
unrealized gain on these investments was approximately $79.0 million at December 31, 2010. The carrying value of our investment
in Liberty at December 31, 2009 was $290.0 million with an unrealized gain of $58.2 million.

Our insurance subsidiaries are required to maintain statutory minimum capital and surplus as well as maintain a minimum
liquidity ratio. Therefore, our access to these securities may be limited. Our deferred compensation plan investments are classified
as trading securities and are valued based upon quoted market prices. The investments have a matching liability as the amounts
are fully payable to the employees that earned the compensation. Changes in value of these securities and changes to the
matching liability to employees are both recognized in earnings and, as a result, there is no impact to consolidated net income.
As of December 31, 2010 and December 31, 2009, we also had investments of $24.9 million and $51.7 million, respectively,
which must be used to fund the debt service requirements of mortgage debt related to investment properties that previously
collateralized the debt. These investments are classified as held-to-maturity and are recorded at amortized cost as we have the
ability and intent to hold these investments to maturity.

At December 31, 2010 and 2009, we had an investment of $72.4 million and $70 million, respectively, in a non-marketable
security that we account for under the cost method. We regularly evaluate this investment for any other-than-temporary decline in
its estimated fair value.

Total net unrealized gains as of December 31, 2010 and December 31, 2009 were approximately $79.3 million and $59.4
million, respectively, and represented the valuation and related currency adjustments for our available-for-sale marketable
securities. As of December 31, 2010, we do not consider any declines in value of any of our marketable and non-marketable
securities to be an other-than-temporary impairment, as these market value declines, if any, have existed for a short period of time,
and, in the case of debt securities, we have the ability and intent to hold these securities to maturity.

Fair Value Measurements

We hold marketable securities that total $511.3 million and $464.1 million at December 31, 2010 and December 31, 2009,
respectively, and are considered to have Level 1 fair value inputs. In addition, we have derivative instruments which are classified
as having Level 2 inputs which consist primarily of interest rate swap agreements and foreign currency forward contracts with
a gross liability balance of $27.6 million and $13.0 million at December 31, 2010 and December 31, 2009, respectively, and a
nominal asset value at December 31, 2010 and 2009. We also have interest rate cap agreements with a nominal asset value.
Level 1 fair value inputs are quoted prices for identical items in active, liquid and visible markets such as stock exchanges. Level 2
fair value inputs are observable information for similar items in active or inactive markets, and appropriately consider counterparty
creditworthiness in the valuations. Level 3 fair value inputs reflect our best estimate of inputs and assumptions market participants
would use in pricing an asset or liability at the measurement date. The inputs are unobservable in the market and significant to the
valuation estimate. Note 8 includes discussion of the fair value of debt measured using level 1 and level 2 inputs. Note 4 includes
discussion of fair values recorded in purchase accounting and impairm